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AMERICAN  COMMERCIAL^'0'* 
POLICY:  THE  TWO 
ALTERNATIVES1 

The  theme  for  our  discussion  tonight  is  the 
question  of  what  commercial  policy  the  United 
States  should  follow  for  the  protection  of 
American  interests. 

In  broad  terms,  we  have  two  choices  open  to 
us.  On  the  one  hand,  America  can  adopt  a 
program  of  economic  isolation.  We  can  try 
to  produce  ourselves  everything  we  need.  We 
can  promote  a  vigorous  "Buy  American"  move- 
ment, and  shut  out  all  foreign  goods  which  we 
are  able  to  produce.  We  can  seek  to  become 
economically  self-sufficient. 

The  alternative  is  to  retain  and  to  increase 
our  foreign  markets  through  international 
trade. 

The  proponents  of  economic  isolation  argue 
that  such  a  program  would  give  the  benefit  of 
American  markets  exclusively  to  American 
business  and  to  American  labor.  It  would  free 
America  from  dependence  upon  production  in 
foreign  nations  over  which  we  have  no  control. 
It  would  make  America  independent  in  case 
normal  trade  channels  should  be  disrupted  by 
war.  Any  one  of  these  arguments  has  a  ring 
of  persuasiveness.  Furthermore,  "America  for 
the  Americans"  fires  the  imagination  and  stirs 
the  emotions.  What  could  be  of  stronger  po- 
litical appeal  than  a  program  of  economic 
independence  ? 
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Yet  in  an  issue  as  momentous  as  this  we  can- 
not afford  to  act  on  hasty  or  superficial  con- 
clusions. Wise  decisions  can  be  reached  only 
by  considering  as;  objectively  as  possible  the 
fundamental  facts  and  underlying  issues.  My 
thought  this  evening  is  to  lay  before  you  as 
succinctly  as  I  can  five  underlying  problems 
upon  which,  it  seems  to  me,  the  main  issue  of 
the  evening  fundamentally  depends  and  which 
cannot  therefore  be  fairly  disregarded  or  ig- 
nored. I  should  like  to  lay  these  naked  prob- 
lems before  you  with  the  hope  that  the  two 
speakers  who  follow  will  elaborate  upon  them 
and  discuss  them. 

I 


At  the  heart  of  the  difficulties  which  we  are 
facing  is  the  problem  of  unsalable  surpluses. 
Here  is  the  first  of  our  underlying  problems. 
Because  of  America's  high  productive  capacity, 
upon  which  our  standard  of  living  in  large 
part  depends,  this  country  normally  produces 
more  of  certain  types  of  goods,  both  agricul- 
tural and  industrial,  than  can  be  profitably  sold  I 
in  the  domestic  market.     These  surplus  prod--: 
ucts,  from  the  very  first  days  of  the  Nation,; 
have  been  marketed  abroad.     For  instance,  we 
are  normally  dependent  upon  foreign  markets 
for  the  sale  of  more  than  half  of  our  cotton^ 
crop.     Similarly,    in    1929    we    were    selling^ 
abroad  about  a  fifth  of  our  wheat,  two-fifths  oil 
our  leaf  tobacco,  almost  half  of  our  federally 
inspected  lard,  a  third  of  our  rice,  almost  half 
of  our  dried  fruits.     These  are  merely  some  of 
the  outstanding  agricultural  crops  whose  prof- 
itable production  has  been  geared  to  foreign 
markets.     And  so  it  is  in  the  case  of  many  of 
our  most  important  industries.     In  1929  indus- 
tries producing  office  appliances  sold  abroad 
over  30  percent  of  their  total  production,  to  a 
value   of   some  $53,700,000;    the   agricultural- 
implements  and  machinery  producers  exported 
25  percent  of  their  production,  at  a  value  of 


1141,000,000;  and  the  automobile  industry  sold 

abroad  nearly  L8  percent  of  its  production,  t<> 
Hie  amount  of  $345,700,000.  These  are  but  a 
lew  random  illustrations  of  the  importance  of 
our  foreign  sales,  which  in  li»l>(.)  totaled  $5/157,- 
■00,000.  In  1934  our  income  from  exports  had 
fallen  to  $2,101,000,000. 

Unless  we  can  export  and  sell  abroad  our 
surplus  production,  we  must  face  a  violent  dis- 
location of  our  whole  domestic  economy. 

International  trade  is  an  essential  part  of 
our  national  economy.  The  value  of  our  cot- 
ton, our  wheat,  our  lard,  our  automobiles,  and 
the  like,  depends  directly  upon  whether  or  not 
we  can  find  markets  for  them.  National 
wealth  today  depends  upon  trade.  Cripple  a 
nation's  trade,  and  you  strike  directly  at  its 
wealth. 

It  is  often  said  that  our  export  trade  is  un- 
important because  it  comprises  less  than  10 
percent  of  our  total  production.  But  general 
averages  in  a  case  like  this  are  seriously  mis- 
leading. It  is  not  merely  that  in  many  of  our 
most  important  industries  and  occupations  the 
surpluses  which  we  must  sell  abroad  greatly 
exceed  10  percent.  What  is  of  far  more  vital 
consequence  is  the  effect  of  unsalable  surpluses 
on  domestic  enterprises.  Unsold  surpluses,  by 
glutting  home  markets,  demoralize  the  prices 
received  for  that  part  of  the  output  or  crop 
sold  at  home,  and  thereby  spread  havoc  and 
cause  dislocation  throughout  the  industry  or 
occupation.  The  resulting  repercussions  are 
nation-wide  and  affect  producers  who  them- 
selves do  not  sell  abroad.  Unquestionably  one 
of  the  substantial  causes  for  the  widespread 
suffering  and  unemployment  which  we  have 
been  experiencing  since  1929  has  been  the  loss 
of  foreign  markets. 

But  it  is  manifestly  impossible  for  us  to  sell 
j  abroad  if  we  will  not  buy  from  abroad. 
Trade  is  a  two-way  street.  We  cannot  escape 
ithe  broad  fact  that  a  nation's  purchases  are 


inescapably  limited  by  its  sales.  Unless  the 
people  of  a  nation  can  sell,  they  have  neither 
purchasing  power  nor  foreign  exchange  to  pay 
for  the  goods  they  would  like  to  buy.  In  other 
words,  there  is  no  escape  from  the  fact  that  a 
program  of  economic  self-sufficiency  means 
necessarily  the  sacrifice  of  our  foreign  markets 
and  therefore  disastrous  economic  dislocation 
at  home.  It  means  a  body  blow  dealt  against 
the  very  occupations  and  industries  in  which 
American  labor  can  produce  most  effectively 
and  secure  its  largest  return.  It  means  the 
shift,  at  incalculable  sacrifice  and  suffering,  of 
millions  of  American  workers  from  the  most 
rewarding  occupations  and  industries  to  less 
rewarding  ones  or  to  the  public  relief  rolls. 

In  the  field  of  agriculture,  if  we  should  elim- 
inate our  foreign  markets,  speaking  in  round 
numbers  we  would  have  to  retire  about  8,900,- 
000  acres  of  wheat  land,  about  22,800,000  acres 
of  cotton  land,  about  665,000  acres  of  tobacco 
land,  about  9,150,000  acres  of  corn  land  needed 
for  raising  hogs,  and  over  7,000,000  acres  of 
land  needed  for  feeding  horses  to  work  these 
lands.  In  other  words,  we  would  have  to  retire 
over  40  million  acres  of  average  farm  land  and 
let  it  go  back  to  weeds  or  pasture  land.  This 
land  today  supports  a  farm  population  of  some 
3,200,000  people.  What  would  be  done  with 
these  human  beings?  Are  they  to  become 
human  weeds? 

In  the  industrial  field,  save  for  the  fact  that 
the  population  is  somewhat  more  mobile,  an 
even  larger  problem  presents  itself.  Estimates 
indicate  that  the  industrial  population  di- 
rectly dependent  upon  export  sales  is  more  than 
twice  as  large  as  that  engaged  in  agricultural 
work.  Conservative  calculations  place  it  at 
about  7,500,000. 

In  all,  a  population  of  considerably  over 
10,000,000  people  are  dependent  for  their  sub- 
sistence upon  exports  of  the  products  of  farm 
and  factory. 


If  we  choose  to  commit  America  to  a  pro- 
gram of  economic  self-sufficiency,  how  arc  we 
going  to  meet  the  violent  economic  and  social 
dislocations   which   the    program    necessarily 

entails?  How  are  we  going  to  solve  (lie  re- 
sulting problems  of  staggering  unemployment, 
of  sharply  reduced  national  income,  of  peril- 
ously impaired  standards  of  living? 

Take,  for  instance,  the  case  of  cotton.  What, 
practically,  would  become  of  the  2,700,000 
farmers  in  the  United  States  who  are  raising 
cotton  and  who  know  no  other  employment, 
and  of  the  hundreds  of  thousands  of  individu- 
als engaged  in  picking,  ginning,  transporting, 
compressing,  warehousing,  and  merchandising 
it? 

Manifestly  they  could  not  be  supported  on 
idle  cotton  land.  No  one  has  been  able  to  ad- 
vance any  practicable  solution  for  the  profound 
social  problems  which  would  result  from  the 
loss  of  our  foreign  cotton  markets.  Further- 
more, injury  would  not  be  confined  to  the  South 
alone.  If  foreign  cotton  markets  are  lost, 
every  industry  which  sells  its  products  in  the 
South  will  be  affected. 

How  can  this  multitude  of  people  be  shifted 
into  other  occupations  without  starting  an  end- 
less chain  of  dislocating  repercussions? 

A  program  of  strict  economic  self-sufficiency, 
therefore,  when  translated  into  actualities,  loses 
much  of  its  superficial  attractiveness.  It  would 
involve  profound  social  readjustment.  It 
would  mean  intense  human  suffering. 


II 


In  choosing  between  the  two  alternative  pro- 
grams, there  is  a  second  underlying  problem 
not  to  be  overlooked — the  problem  of  compara- 
tive material  costs.  Economic  self-sufficiency 
can  be  had  only  at  a  shocking  price. 

In  the  first  place,  there  is  the  initial  cost 
incurred  by  the  loss  of  foreign  markets.     If 


we  could  not  sell  our  surpluses  abroad,  we 
would  have  to  retire  some  3  billion  dollars' 
worth  of  agricultural  land  and  render  worth- 
less  some  9  billion  dollars'  worth  of  industrial 
"fixed  assets"  in  the  form  of  machinery  and 
plant  equipment  whose  capacity  is  too  great 
for  profitable  employment  in  the  home  market 
alone. 

In  the  second  place,  the  additional  cost  to 
consumers  of  products  produced  in  "hothouse" 
industries  protected  by  an  embargo  against 
foreign  goods  and  the  increased  cost  of  sub- 
stitute materials  would  run  into  appalling  fig- 
ures. We  can  best  see  the  picture  with  an 
example  taken  from  a  foreign  country. 

Germany's  program  of  self -containment  has 
recently  driven  her  to  enlarge  her  own  produc- 
tion of  lard.  The  retail  price  of  lard  in  Ger- 
many was  fixed  recently  at  35  cents  a  pound, 
which  is  probably  at  least  10  cents  higher  than 
lard  imported  from  the  United  States  could  be 
sold  at  retail.  Since  Germany  in  1934  im- 
ported, roughly,  100  million  pounds  of  lard, 
for  which  German  consumers  had  to  pay  10 
cents  a  pound  more  than  they  would  were  trade 
unhampered,  it  is  evident  that  the  direct  addi- 
tional cost  of  lard  imports  to  the  German 
people  amounted  to  some  $10,000,000.  This, 
of  course,  does  not  include  the  far  larger  excess 
of  cost  to  German  consumers  of  domestically 
produced  hogs — a  sum  estimated  at  some 
$60,000,000. 

In  our  own  country  we  have  been  in  the 
habit  of  dispensing  high  tariff  protection  with 
a  liberality  that  assumed  it  cost  the  Nation 
nothing.  Yet  every  raise  of  tariff  which  ef- 
fectually bars  out  cheaper  foreign  imports 
must  be  paid  for  by  the  consumers  of  the  Na- 
tion in  higher  prices  for  the  commodity.  This 
increased  cost  due  to  more  expensive  home  pro- 
duction far  exceeds  the  increased  profits  of  the 
domestic  producing  interests,  since  the  actual 
cost  of  home  production  may  be  many  times 


greater  than  that  of  foreign  production.  One 
could  cite  numerous  instances  of  existing 
American  tariff  rates   procured   by   industries 

whose  eul  ire  incomes  are  less  than  half  of  the 
Increased  cost  which  consumers  are  forced  to 
pay  by  reason  of  the  tariff. 

We  could  grow  all  the  olives  we  need  in  the 
United  States,  and  thereby  give  increased  em- 
ployment to  American  workmen — if  we  are 
■rilling  to  foot  the  bills  of  heating  sufficient 
hothouses  to  do  so.  We  could  perhaps  pro- 
duce all  the  manganese  we  need — at  double 
and  triple  and  quadruple  the  prices  Ave  are 
now  paying  for  it.  We  could  make  synthetic 
rubber,  which  sells  today  for  75  cents  per 
pound  as  compared  with  16  cents  which  we  pay 
for  natural  rubber. 

All  these  things  can  be  done.  But  the  cost 
would  run  into  hundreds  of  millions  of  dollars. 
To  a  moderate  extent  we  can  afford  self-suffi- 
ciency. No  responsible  government  is  advo- 
cating free  trade  today.  Suddenly  to  elimi- 
nate the  protection  under  which  businesses  have 
grown  up,  money  has  been  invested,  and  com- 
mercial activities  organized,  wTould  be  fantastic 
and  unthinkable.  But  to  go  far  beyond  the 
point  already  reached — certainly  to  go  to  the 
extent  advocated  by  the  proponents  of  thor- 
oughgoing self-sufficiency — would  entail  so 
staggering  a  cut  in  our  national  income 
through  increased  costs  of  production,  and  in 
consequence  so  sharp  a  reduction  in  the  na- 
tional standard  of  living,  that  no  government 
should  commit  itself  to  such  a  program  with- 
out the  gravest  consideration. 
.  To  the  pure  theorist  an  economic  self-suffi- 
ciency which  would  free  America  from  de- 
pendence upon  every  foreign  country  is  of 
very  strong  appeal.  But  in  cold  and  hard 
reality,  if  one  objectively  figures  out  the  pro- 
hibitive actual  costs,  can  such  a  program  be 
defended  as  feasible  or  practicable? 


Ill 


A  third  problem  of  serious  magnitude  di- 
rectly involved  in  the  issue  before  us  is  that 
of  securing  payment  on  the  debts  owed  us  by 
the  nations  and  peoples  of  the  world.  Quite 
apart  from  the  war  debts,  the  world  owes  us 
huge  sums.  Last  year  we  received  from 
abroad  $410,000,000  by  way  of  interest  and 
dividends.  The  fact  is  that  other  nations  do 
not  possess  sufficient  gold  with  which  to  pay 
their  debts  to  us,  nor  do  the  circumstances 
permit  paying  more  than  a  moderate  amount 
in  services.  If  our  debts  are  to  be  paid,  we 
must  accept  goods  and  stimulate  trade.  As 
has  been  well  said:  "There  is  no  alchemy  of 
economics  by  which  the  bricks  of  debt  pay- 
ments can  be  made  without  the  straw  of  com- 
merce." Yet  a  program  of  economic  self- 
sufficiency  makes  payments  in  goods  impossible. 
Are  we  prepared  to  sacrifice  American  holders 
of  foreign  investments  to  the  amount  of  some 
$12,350,000,000  on  the  altar  of  self-sufficiency? 
Are  we  ready  to  give  up  all  thought  of  obtain- 
ing future  payment,  not  only  of  those  foreign 
investments  due  us  which  have  been  already 
defaulted  but  also  of  those  which  are  finan- 
cially sound? 

IV 

A  fourth  underlying  issue  is  the  very  grave 
one  of  whether  our  present  forms  of  demo- 
cratic government  can  survive  if  America  gives 
herself  completely  over  to  a  program  of  eco- 
nomic self-sufficiency.  I  am  thinking  not  only 
of  the  intense  strain  caused  by  revolutionary  so- 
cial adjustments  necessitated  by  the  program 
and  of  the  menacing  financial  strain  caused  by 
a  sharply  decreased  national  income  and  a  se- 
riously impaired  standard  of  living.  I  am 
thinking  more  particularly  of  the  direct  issue 
which  the  alternative  programs  raise  between 
a  degree  of  regimentation  such  as  America  has 
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never  known,  on  the  one  hand,  and  a  compara- 
tive freedom  of  business  initiative  and  enter- 
prise, on  the  other.  Under  a  system  of  self- 
iufficiency,  the  only  alternative  for  unsalable 
surpluses  is  an  arbitrary  restriction  of  produc- 
tion; and  the  only  practicable  way  to  enforce 
restriction  is  thoroughgoing  government  con- 
trol. 

Furthermore,  the  embargoing  of  all  but  a 
small  list  of  imports  is  possible  only  upon  the 
basis  of  arbitrary  governmental  selection  and 
regulation.  This  means  sooner  or  later  a  se- 
lective system  of  imports  and  exports,  and 
leads  to  a  growing  governmental  regimentation 
of  all  commercial  enterprise  throughout  the 
Nation.  Since  the  program  also  entails  the 
shift  of  substantial  portions  of  the  population 
from  industries  and  occupations  in  which  they 
are  now  engaged  to  others  presumably  organ- 
ized by  the  Government,  the  program  leaves  no 
escape  from  a  gradual  strait- jacketing  of  busi- 
ness and  a  corresponding  assumption  of  dic- 
tatorial power  by  the  Government  which  would 
go  far  in  revolutionizing  the  part  played  by 
government  in  our  individual  lives. 

If  we  are  to  choose  the  pathway  of  economic 
self-sufficiency,  we  must  frankly  accept  a  sys- 
tem of  governmental  control  over  private  busi- 
ness enterprise  such  as  at  present  seems  utterly 
inconsistent  with  American  traditions  and 
beliefs. 

V 

A  program  of  economic  isolation,  therefore, 
raises  well-nigh  insuperable  difficulties  from 
the  viewpoint  of  our  domestic  prosperity  and 
our  social  and  political  traditions.  A  fifth 
problem — probably  the  gravest  of  all — arises 
out  of  world  conditions.  To  what  avail  should 
we  achieve  economic  self-sufficiency — assuming 
that  this  were  possible  for  us — if  in  doing  so 
we,  along  with  others  attempting  such  a  pro- 
gram, condemn  this  universe  to  the  ravages  of 
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perpetual  armed  conflict?  The  problem  of 
peace  in  this  respect  is  not  one  which  can  be 
resolved  by  mere  theories.  The  problem 
arises  from  unescapable  fact ;  i.e.,  that  the  na- 
tions of  the  world  are  by  geography  endowed 
with  such  different  natural  resources  and  by 
history  so  developed  that  no  nation  on  earth 
can,  without  incalculable  cost  and  sacrifice, 
make  itself  economically  self-sufficient.  It  is 
self-evident  that  some  50  nations  cannot  at- 
tain even  a  tolerable  degree  of  self-sufficiency. 
The  peril  in  the  present  world  situation  is  that 
the  fortunes  of  all  are  inseparably  linked  to- 
gether, and  if  some  great  trading  nations  fol- 
low a  policy  of  economic  self-sufficiency,  other 
nations  will  be  forced  even  against  their  will 
to  attempt  to  do  the  same.  Unhappily  the  vast 
majority  of  nations  are  so  lacking  in  natural 
resources  that  self-sufficiency  is  physically  im- 
possible. For  them  there  is  then  no  alterna- 
tive but  to  attempt  to  appropriate  by  force 
other  portions  of  the  earth's  surface.  Eco- 
nomic nationalism  thus  reaches  its  culmination 
in  imperialism. 

If  orderly  processes  of  trade  break  down  as 
a  means  for  securing  the  ready  exchange  of 
goods  and  the  distribution  of  the  necessary 
raw  materials  of  the  world,  conquest  and  the 
march  to  imperialism  is  the  only  road  left 
open.  Yet  this  road  leads  to  a  dead  end.  Eco- 
nomic nationalism  and  its  corollary,  imperi- 
alistic expansion,  alike  lead  to  perpetual  con- 
flict. Nations  are  not  so  abundantly  endowed 
with  natural  resources  and  technical  skill  that 
each  can  be  economically  sufficient  unto  itself 
and  remain  prosperous;  neither  are  there 
enough  colonial  areas  in  the  world  to  satisfy 
the  needs  of  every  nation. 

The  sum  of  the  whole  matter  is  that  trade 
constitutes  the  very  lifeblood  of  nations.      If 
goods  cannot  cross  frontiers,  armies  will. 
'  My  purpose  this  evening  was  to  confine  my- 
self to  a  bald  statement  of  facts  and  issues, 
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and  not  to  indicate  what  should  be  America's 

choice.  But  1  must  confess  failure.  For  my 
own  part  it  seems  impossible  to  state  the  true 
Underlying    issues    without    indicating    quite 

clearly  what  Ajnerica's  course  must  be  if  Amer- 
ican interests  are  to  be  safeguarded,  American 
traditions  to  be  preserved,  American  people  to 
be  protected  from  suffering  and  disaster. 

A  policy  which  in  its  ultimate  stages  mili- 
tates against  peace  cannot  be  American.  Our 
country  must  stand  ready,  in  cooperation  with 
other  countries  of  the  world,  to  struggle 
against  the  throttling  forces  of  economic  na- 
tionalism in  a  united  and  determined  move- 
ment for  the  liberalization  of  the  trade  of  the 
world. 
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AMERICAN  FOREIGN 
TRADE  POLICIES ' 

Mr.  President,  Ladies  and  Gentlemen: 
One  yonv  ago,  when  I  had  the  pleasure  of  ad- 
dressing the  general  session  of  your  twenty- 
third  annual  meeting,2  I  took  occasion  to  lay 
before  you  the  basic  ideas  which  underlie  the 
eign  commercial  policy  pursued  by  the  Gov- 
ernment of  the  United  States  during  the  grav- 
est economic  emergency  within  our  peacetime 
experience.  I  described  to  you  the  pressing 
needs  of  this  country  and  of  the  world  in  the 
domain  of  international  commercial  relations; 
the  difficulties  that  stand  in  the  way  of  meet- 
ing these  needs ;  and  the  dangers  which  are  in- 
herent in  failure  to  solve  the  vital  problems 
involved.  The  12  months  that  have  elapsed 
have  brought  these  needs  and  problems  into 
still  sharper  relief,  and  in  speaking  before  you 
today  I  welcome  the  opportunity  to  discuss 
with  you  once  more,  especially  in  the  light  of 
the  developments  and  experience  of  the  past 
?ventful  year,  the  purposes  and  objectives 
sought  by  our  Government  in  the  field  of  for- 
eign trade. 

As  time  goes  on,  it  becomes  increasingly 
dear  that  no  nation  can  achieve  a  full  measure 
)f  stable  economic  recovery  so  long  as  inter- 
lational  trade  remains  in  the  state  of  collapse 
nto  which  it  was  plunged  during  the 
'ears  of  the  depression.     The  whole  post-war 

1  Address  delivered  by  the  Honorable  Cordell  Hull, 
Secretary  of  State  of  the  United  States,  before  the 
:eneral  session  of  the  twenty-fourth  annual  meeting 
•f  the  Chamber  of  Commerce  of  the  United  States, 
Vashington,  D.  C.,  Apr.  30,  1936,  at  11  a.m. 

See  The  Foreign  Commercial  Policy  of  the  United 
Uates:  Address  by  the  Honorable  Cordell  Hull,  Secre- 
ary  of  State,  before  the  Chamber  of  Commerce  of  the 
Jnited  States,  Washington,  May  2,  1935  (Publications 
I  the  Department  of  State,  No.  733),  1935. 


period  has  been  characterized  by  an  ever-in- 
creasing drift   toward  economic  nationalism, 
which  has  expressed  itself  in  a  constant  growth 
of  barriers  to  international  trade,     This  drift 
has  become  enormously  intensified  during  the 
past  6  years,  though  responsible  statesmen  in 
many  countries'  have  never  ceased  to  deplore 
it.     Under  its  impact  the  international  eco- 
nomic structure  of  the  world  has  been  all  but 
shattered,  and  individual  nations  have  sought 
economic    improvement    more    and    more    by 
means   of  purely   domestic  measures,  on  thf 
basis  of  a  greater  degree  of  self -containment 
than  was  ever  before  consciously   attempted. 
Such  a  movement  toward  national  economic 
self-containment  is  incompatible  with  the  re- 
establishment  of  satisfactory  prosperity.    The 
basic  raw  materials  needed  for  modern  ways  of 
living  and  for  the  development  of  a  higher  civ 
ilization  in  the  future  are  not  evenly  distrib- 
uted throughout  the  globe.    Similarly,  the  ap 
plication  of  technical  skill  and  the  accumula 
tion  of  financial  wealth  are  more  highly  de- 
veloped in  some  nations  than  in  others.    No  na- 
tion, forced  to  live  in  isolation  within  its  owij 
borders,   can  have   everything  that   it  needs 
Overabundance  of  some  resources  cannot  pos 
sibly  compensate  for  lack  or  insufficiency  oi 
others.    Only  through  international  trade  anc 
financial  intercourse  can  locally  concentrate*? 
natural  and  man-made  resources  be  utilized  h 
such  a  way  as  to  afford  all  nations  the  indis' 
pensable  foundations  of  modern  economic  well 
being. 

For  generations  humanity  has  built  its  lif 
upon  a  recognition  of  the  primary  fact  tha 
trade  is  the  lifeblood  of  economic  activity 
This  is  equally  true  whether  within  or  amoin; 
nations.  Each  nation  has  accordingly  devel 
oped  far  beyond  domestic  requirements  thos< 
branches  of  production  in  which  it  has  specia 
endowment  or  aptitude.  Each  nation  ha 
come  to  regard  foreign  markets  as  the  natura 


outlets  for  its  surplus  output,  and  the  surplus 
production  of  other  nations  as  the  sources  from 
which  to  supply  its  own  deficiencies. 

A  rapid  ami  drastic  contraction  of  interna- 
ional  trade  of  the  kind  that  the  world  lias  wit- 
nessed during  the  past  few  years  constitutes  a 
iouble  attack  upon  t he  economic  well-being  of 
?ach  nation's  population.  The  necessary  mate- 
rials habitually  obtained  in  other  parts  of  the 
*lobe  become  more  difficult  to  secure.  The  sur- 
plus national  production  habitually  shipped  to 
other  countries  becomes  more  difficult  to  sell. 
Output  in  the  surplus-creating  branches  of 
production  must  be  curtailed,  or  else  accumu- 
lating surpluses  force  prices  below  the  level 
of  remunerative  return  to  the  producers.  In 
either  case,  the  whole  economic  structure  be- 
comes disrupted.  Vast  unemployment  ensues, 
not  only  in  the  field  of  production,  but  also  in 
such  lines  of  activity  as  transportation,  bank- 
ing, merchandising,  and  the  various  avocations 
md  professions.  Financial  investment  and 
other  forms  of  savings  become  impaired  or  are 
wholly  destroyed.  Distress  spreads  through- 
out the  nation  in  ever-widening  circles. 

Economic  distress  quickly  translates  itself 
into  social  instability  and  political  unrest.  It 
opens  the  way  for  the  demagogue  and  the  agi- 
tator, foments  internal  strife,  and  frequently 
leads  to  the  supplanting  of  orderly  democratic 
government  by  tyrannical  dictatorships.  It 
oreeds  international  friction,  fear,  envy,  and 
resentment,  and  destroys  the  very  foundations 
of  world  peace.  Nations  are  tempted  to  seek 
escape  from  distress  at  home  in  military  adven- 
tures beyond  their  frontiers.  And  as  fear  of 
irmed  conflict  spreads,  even  peace-loving  na- 
tions are  forced  to  divert  their  national  effort 
Prom  the  creation  of  wealth  and  from  peaceful 
well-being  to  the  construction  of  armaments. 
Each  step  in  the  armament  race  bristles  with 
new  menace  of  economic  disorganization  and 
destruction,  multiplies  fear  for  the  future,  dis- 


locates  normal  constructive  processes  of  eco-l 
nomic  life,  and  leads  to  greater  and  greater! 
impoverishment  of  the  world's  population. 

In  the  past  few  months  we  have  witnessed! 
a  swift  increase  in  international  political  ten*I 
sion;  a  recrudescence  of  the  military  spirit,! 
which  sees  no  goal  in  life  except  triumph  byl 
force;  an  expansion  of  standing  armies;  al 
sharp  increase  of  military  budgets;  and  actual I 
warfare  in  some  portions  of  the  globe.  Human  J 
and  material  resources  are  being  shifted,  on  al 
truly  alarming  scale,  in  a  military  direction! 
rather  than  in  one  of  peace  and  peaceful! 
pursuits. 

There  is  no  need  for  me  to  dwell  long  upon! 
the  appalling  implications  of  this  tragic  pic- J 
ture.  Overwhelming  evidence  of  it  is  star-l 
tlingly  apparent  on  every  side.  I  shall  rathef  I 
devote  the  time  which  you  have  so  kindly  placed! 
at  my  disposal  to  a  consideration  of  the  pos-J 
sibilities  of  turning  back  this  rising  danger  of  I 
a  new  world  catastrophe.  For  myself,  I  am 
firmly  convinced  that  such  possibilities  exist,] 
and  that  the  world  has  at  its  disposal  adequate  i 
remedies  for  overcoming  the  virulent  disease! 
which  is  now  so  widespread. 

Only  as  the  world's  economic  health  is  re- 
stored will  individuals  and  nations  develop 
again  adequate  resistance  to  the  psychological 
madness  that  makes  possible  internal  and  ex-- 
ternal  strife.  Only  as  constructive  economics 
effort  once  more  fully  engages  the  energies  of 
mankind,  as  the  machinery  of  production  and 
distribution  regains  and  expands  its  scale  and 
speed  of  operation,  as  sterile  unemployment  is 
replaced  by  fertile  toil,  will  the  nations  of  th| 
world  restore  and  develop  their  economic  pros- 
perity in  full  and  sound  measure  and  turn  their 
thoughts  away  from  war  and  toward  lasting 
peace. 

The  disease  is  so  widespread  and  so  all- 
pervasive  that  the  attack  upon  it  must  be  on 
a  wide  front.  In  addition  to  the  break-down 
of  international  trade,  the  economic  life  of  eacl 


nation  is  subjected  today  to  the  strain  of  many 
maladjustments,  both  internal  and  external. 
Bach  of  the  major  maladjustments  must  be 
lirrected,  for  there  is  little  hope  of  adequate 
unl  stable  recovery  if  any  of  the  more  im- 
portant ones  are  ignored  or  neglected. 

Many  of  these  maladjustments  can  yield  only 
:o  constructive  domestic  measures,  and  such 
Measures,  looking  especially  toward  the  fullest 
practicable  development  of  the  domestic  econ- 
omy, are  therefore  indispensable  to  recovery. 
Fliey  are  being  taken  today  in  many  countries. 
Bur  they  cannot  be  really  and  permanently  ef- 
fective unless  they  go  hand  in  hand  with  ap- 
propriate action  in  the  international  field.  The 
prospect  of  full  and  durable  recovery  will  be 
3right  and  hopeful  only  as  each  important  na- 
:ion  determines  to  go  forward  both  on  a  domes- 
:ic  and  on  an  international  program,  in  order 
hat  an  expanding  world  prosperity  may  de- 
velop to  sustain  and  promote  the  expansion  of 
lomestic  recovery. 

We  in  the  United  States  are  engaged  today 
tpon  such  a  combined  economic  program. 
Cnder  the  influence  of  constructive  internal 
neasures,  we  have  achieved  a  substantial  re- 
covery in  production,  employment,  and  prices. 
But  we  are  also  buttressing  this  developing  eco- 
lomic  improvement  by  a  determined  effort  to 
reestablish  international  trade  upon  a  basis 
hat  will  permit  it  to  regain  its  volume  of  a 
few  years  ago  and  to  go  forward  as  a  process 
nutually  beneficial  to  all  nations. 

At  the  time  I  addressed  you  a  year  ago,  our 
:oreign-trade  program  was  still  in  its  begin- 
lings.  Since  then  it  has  developed  into  what 
ve,  who  are  daily  engaged  upon  the  task  of  its 
jxecution,  believe  to  be  an  accomplishment  of 
mportance  and  increasing  promise.  We  have 
low  concluded  12  trade  agreements,  which 
lave  opened  to  larger  American  exports  such 
narkets  as  those  of  Canada,  Cuba,  Brazil,  the 
Netherlands,  Belgium,  Sweden,  and  Switzer- 
and. 
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In  the  process  of  preparing  and  negotiating 
these  agreements,  we  have  been  confronted 
with  the  need  of  deciding  many  questions  of 
method  and  of  policy.  If  you  will  bear  with] 
me  for  a  few  minutes,  I  should  like  to  describe 
to  you  briefly  the  methods  we  are  employing; 
for  the  attainment  of  our  objectives,  the  deci-l 
sions  we  have  had  to  make  in  formulating  our 
policy,  and  the  reasons  for  choosing  the  par- 
ticular methods  and  decisions. 

The  foreign-trade  program  of  this  Govern- 
ment is  based  fundamentally  upon  what  to  us 
is  an  indisputable  assumption — namely,  that 
our  domestic  recovery  can  be  neither  com- 
plete nor  durable  unless  our  surplus-creating 
branches  of  production  succeed  in  regaining  at 
least  a  substantial  portion  of  their  lost  for- 
eign markets.  Our  production  of  cotton,  lard, 
tobacco,  fruits,  copper,  petroleum  products,  au- 
tomobiles, machinery,  electrical  and  office  ap- 
pliances, and  a  host  of  other  specialties  is 
geared  to  a  scale  of  operation  the  output  oi 
which  exceeds  domestic  consumption  by  10  m 
50  percent.  In  his  message  to  Congress  recom-;) 
mending  the  passage  of  the  Trade  Agreements 
Act,  the  President  urged  the  need  of  restoring 
foreign  markets  in  order  that  our  surplus-pro- 
ducing  industries  may  be  "spared  in  part,  al 
least,  the  heart-breaking  readjustments  thai 
must  be  necessary  if  the  shrinkage  of  America^ 
foreign  commerce  remains  permanent." 

Our  exports  have  shrunk  for  many  reasons' 
among  which  two  stand  out  prominently,  boti 
because  of  their  effectiveness  in  reducing  th( 
volume  of  trade  and  because  their  removal  oi 
mitigation  lies  within  the  realm  of  possible  ac- 
tion on  our  part.  These  are,  first,  the  increas( 
of  trade  barriers  in  those  countries  which  con 
stitute  the  normal  markets  for  our  exports,  anc 
second,  the  development  of  discriminatory 
practices  on  the  part  of  such  countries,  whicl 
place  our  exporters  at  a  disadvantage  with  re 
spect  to  their  foreign  competitors. 


Our  needs  are  clear:  we  must  Induce  foreign 
countries  to  mitigate  the  obstructions   which 

they  place  in  the  way  of  our  shipments 
to  their  markets,  and  we  must  free  our  ex- 
nori  trade  from  disruptive  discrimination 
directed  against  it.  In  what  ways  and  by 
what  means  can  we  provide  for  these  needs? 

As  regards  the  problem  of  trade  barriers,  it 
is  not  necessary  for  me  to  recite  how,  in  recent 
rears,  customs  duties  have  been  raised  to  un- 
precedented heights  in  nearly  all  the  countries 
>f  the  world,  nor  how  the  use  of  new,  power- 
fully restrictive  devices  has  become  wide- 
spread. You,  as  businessmen,  are  fully  as  fa- 
niliar  as  I  am  with  the  operation  of  these 
Measures  and  with  their  stifling  effect  upon  the 
exchange  of  goods  among  the  nations  of  the 
nrorld.  Nor  is  it  necessary  for  me  to  emphasize 
:he  fact  that  our  own  country  has  contributed 
greatly  to  the  rise  of  these  barriers  to  trade. 

Since  the  end  of  the  World  War,  we  have 
*evised  our  general  tariff  structure  upward  on 
hree  different  occasions.  The  third  and  most 
Irastic  of  these  revisions,  embodied  in  the 
Smoot-Hawley  Tariff  Act,  occurred  at  the 
rery  outset  of  the  depression,  from  the  dev- 
istating  effects  of  which  the  world  is  just 
>eginning  to  recover.  Through  that  ill-starred 
iction,  we  helped  to  set  into  motion  a  vicious 
;piral  of  retaliation  and  counterretaliation,  and 
o  start  a  race  for  a  forcible  contraction  of  in- 
ernational  trade  on  a  stupendous  scale.  In 
his  race  some  nations  have  far  outstripped 
is  in  the  scope  and  effectiveness  of  restrictive 
iction.  Our  export  trade  has  become  the  vic- 
im  of  the  formidable  array  of  economic  arma- 
nent  created  by  other  nations,  just  as  the 
export  trade  of  other  nations  has  likewise  be- 
come the  victim  of  our  thrust  into  the  heights 
>f  superprotectionism. 

If  international  trade  is  to  function  again 
>n  an  adequate  scale,  and  if  we  are  to  regain 
>ur  fair  share  of  that  trade,  the  nations  of  the 
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world  must  retrace  their  steps  from  this  su- 
preme folly.  As  I  said  at  the  London  Eco- 
nomic Conference  in  1933,  the  nations,  in  the^ 
matter  of  tariffs,  must  embark  upon  a  sound 
middle  course  between  extreme  economic  inter- 
nationalism and  extreme  economic  nationalism. 
All  excesses  in  the  matter  of  trade  barriersi 
should  be  removed,  and  all  unfair  trade  meth- 
ods and  practices  should  be  abandoned. 

When  we  were  formulating  our  basic  policy, 
there  were  two  ways  open  to  us  to  make  our 
vital  contribution  to  the  process  of  economic 
demobilization.  We  could  undertake  a  down- 
ward revision  of  our  tariff  by  unilateral  and 
autonomous  action,  in  the  hope  that  other  naJ 
tions  would,  as  a  result,  also  begin  to  mov^ 
away  from  their  present  suicidal  policies  in  th 
field  of  foreign  trade.  Or  else  we  could,  by  th< 
negotiation  of  bilateral  trade  agreements,  at- 
tempt a  mitigation  of  trade  barriers  on  a  re- 
ciprocal basis. 

We  chose  the  second  course  as  offering  by 
far  the  better  promise  of  trade  improvement. 
An  autonomous  reduction  of  our  tariff  would 
provide  no  assurance  that  our  example  would, 
be  followed  by  other  nations  or,  if  it  would 
be  followed,  that  the  resulting  mitigation  of 
trade  barriers  would,  in  fact,  apply  to  those 
commodities  which  are  of  the  greatest  interest 
to  us.    On  the  other  hand,  the  bilateral  method,' 
combined   with   the  principle   of   equality   of 
treatment  which  I  shall  presently  discuss,  con-; 
templates  simultaneous  action  by  many  coun 
tries  and,  in  its  effects,  operates  to  drive  dow 
excessive  trade  barriers  throughout  the  worl 
Moreover,  it  affords  us  an  opportunity  to  s 
cure  in  each  country  the  relaxation  of  restri 
tions  with  respect  to  those  of  our  export  co 
modities  the  sale  of  which  in  that  country 
markets  is  either  of  special  importance  to 
or  else  has  been  particularly  hard-hit  by  re 
cently  established  restrictions.    It  was  in  order 
to  make  possible  the  securing  of  such  conce 


gions  for  our  export  trade  by  negotiation  with 
other  countries  that  Congress  empowered  the 
President,  for  a  3-year  period,  to  conclude  re- 
ciprocal trade  agreements  and,  in  connection 
'with  such  agreements,  to  modify,  within 
strictly  defined  limits,  customs  duties  and  other 
import  restrictions  operative  in  the  United 
States. 

The  process  of  negotiating  foreign-trade 
agreements  of  this  type  involves  a  task  of 
enormous  difficulty  and  complexity.  In  carry- 
ing it  out,  all  appropriate  divisions  of  the 
Government  participate  in  a  series  of  interde- 
partmental committees,  and  thus  bring  to  bear 
upon  the  problem  their  specialized  knowledge 
and  judgment. 

In  addition,  the  Government  seeks  the  full- 
est cooperation  of  the  business  community  and 
the  general  public.  Any  interested  person  is 
given  full  opportunity  to  present  his  views 
to  the  interdepartmental  Committee  for  Reci- 
procity Information.  In  the  case  of  the 
countries  with  whom  negotiations  have  been  an- 
nounced, approximately  2,500  briefs  and  state- 
ments have  been  submitted  by  interested  firms 
and  trade  associations.  These  statements,  as 
well  as  transcripts  of  the  oral  testimony  pre- 
sented to  the  Committee  for  Reciprocity  In- 
formation, are  placed  in  the  hands  of  all  the 
officials  of  the  Government  concerned  with  the 
(preparation  and  negotiation  of  trade  agree- 
ments. They  are  given  careful  study  and  con- 
stitute an  important  part  of  the  material  upon 
which  decisions  with  respect  to  the  requesting 
br  granting  of  concessions  are  based. 

In  entering  upon  preparatory  work  with  re- 
spect to  any  particular  country,  the  experts 
}f  the  interdepartmental  organization  of  which 
I  spoke  a  moment  ago  endeavor  to  obtain,  first 
of  all,  a  picture,  as  comprehensive  as  possible, 
m  the  trade  relations  existing  between  the 
United  States  and  the  other  country.  As  re- 
gards our  exports  to  the  country  with  which 
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negotiations  are  in  progress,  the  experts  make 
a  thorough  study  of  each  commodity  from  the 
point  of  view  of  the  customs  treatment  which 
it  is  accorded  in  that  country. 

All  this  and  a  great  deal  of  other  informa- 
tion is  embodied  in  reports  dealing  with  the 
commodities  under  review.  Together  with  the 
representations  made  through  the  Committee 
for  Keciprocity  Information,  the  reports  con- 
stitute the  foundation  upon  which  the  deci- 
sion is  made  as  to  what  sort  of  concessions  we 
should  seek  from  the  other  country  as  regards 
duties,  quotas,  exchange  controls,  and  other 
trade-obstructing  devices.  A  schedule  is  then 
made  up,  comprising  our  requests,  and  is  pre- 
sented to  the  government  of  the  other  country 
for  its  consideration. 

At  the  same  time  the  representatives  of  the 
other  country  transmit  to  our  Government  a 
schedule  of  concessions  which  they  would  like 
to  receive  from  us.  These  requests  are  imme- 
diately subjected  to  a  close  scrutiny  by  the 
experts  of  our  Government  comprising  the  in- 
terdepartmental organization.  Previously  to 
that,  these  experts  had  already  made  a  thorr| 
ough  investigation  of  the  principal  commodi- 
ties imported  into  the  United  States  from  the 
other  country,  and  they  are,  therefore,  pre- 
pared to  give  early  and  thorough  consideration 
to  the  requests  made  by  the  other  country. 

In  connection  with  each  request,  an  exam- 
ination is  made  of  our  recent  tariff  treatment' 
of  that  commodity;  of  the  status  and  develop- 
ment of  the  domestic  production  of  that  or 
similar  commodities;  of  the  competitive  fac- 
tors operating  as  between  our  domestic  pro- 
duction and  the  production,  not  only  in  the 
country  with  which  we  are  negotiating,  but  in 
all  other  countries  which  are  actual  or  potential 
suppliers  of  the  same  commodity;  of  the 
effects — so  far  as  they  can  be  determined — of 
the  present  customs  treatment  upon  trade  in  the 
particular  commodity;  of  the  probable  effects 
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oi  any  change  in  the  existing  tarifl  rates;  and 
of  many  other  factors.  The  influence  of  pos- 
sible tariff  changes  upon  both  producers  and 
consumers  in  the  United  States  is  given  care- 
ful consideration. 

After  all  these  studies  are  completed  by  our 
Government  and  the  government  of  the  other 
country,  the  negotiators  come  together,  and  the 
process  of  adjusting  differences  begins.  It  i9 
inevitable,  of  course,  that  some  differences  of 
view  are  bound  to  exist  and  that  many  features 
of  the  schedule  originally  exchanged  should 
become  modified  and  adjusted. 

The  general  aim  of  our  negotiators  is  to 
secure  concessions  for  those  American  exports 
the  marketing  of  which  in  the  other  country 
offers  the  best  opportunity  of  development  and, 
at  the  same  time,  promises  the  greatest  degree 
of  revival  in  our  export  industries;  and  to 
grant  the  other  country  concessions  with  re- 
spect to  commodities  the  possible  increased 
importation  of  which  would  be  beneficial  to 
our  country.  The  representatives  of  the  other 
country  are,  naturally,  actuated  by  very  much 
the  same  motives.  In  the  actual  experience 
of  negotiation,  it  has  been  found  possible  to 
reconcile  the  desires  of  both  sides  in  sufficient 
measure  for  the  final  agreements  to  embody 
worth-while  mutual  concessions  and  thus  open 
the  way  for  an  increase  of  mutually  profitable 
Itrade. 

Our  officials  who  are  concerned  with  carrying 
out  this  complicated  process  of  preparation 
a,nd  negotiation  are  actuated  by  only  one  pur- 
pose :  to  administer  the  Trade  Agreements  Act 
,  cautiously,  conservatively,  and  practically,  with 
the  best  interests  of  the  country  as  a  whole  as 
!  their  sole  guide,  and  thus  to  carry  out,  scrupu- 
lously and  accurately,  the  instructions  and 
I  policy  of  Congress  within  the  limits  prescribed 
[ill  the  act.  They  are  free,  so  far  as  is  humanly 
possible,  from  partisan  considerations.  I  do 
lot  know  the  politics  of  most  of  the  persons 
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engaged  in  this  important  task.  I  only  know 
that  some  of  them  have  had  a  long  experience 
in  practical  business  affairs,  that  some  of  them 
have  devoted  their  lives  to  the  study  of  indus- 
try, or  agriculture,  or  trade,  or  tariffs,  or  eco- 
nomics in  general.  I  know  that  each  agree- 
ment, forged  by  their  combined  effort,  repre- 
sents an  effective  instrument  for  reopening  the 
channels  of  international  trade  on  an  economic 
and  constructive  basis. 

Unlike  a  general  revision  of  the  tariff,  when 
Members  of  Congress  are  expected  to  read  and 
digest,  usually  within  a  few  weeks,  many  vol- 
umes of  testimony  and  to  determine  how  to  vote 
on  thousands  of  rates  and  classifications,  each 
trade  agreement  requires  the  adjustment  of  a 
relatively  small  number  of  rates.  These  ad- 
justments are  made  on  the  basis  of  tireless  and 
earnest  investigation,  of  constant  checking  and 
rechecking  of  all  essential  considerations,  by 
the  ablest  and  most  practical  and  disinterested 
experts  in  trade  and  tariff  matters  that  thi 
State,  Treasury,  Agriculture,  and  Commerce! 
Departments  and  the  Tariff  Commission  can, 
secure. 

These  men  must,  of  necessity,  work  some  of 
the  time  in  executive  session,  just  as  committees 
of  Congress  do  when  the  task  of  tariff  revision 
is  undertaken.  Congressional  tariff  acts  are 
usually  drafted,  in  all  their  essentials,  in  such; 
executive  sessions,  behind  closed  doors.  Both 
political  parties  in  Congress  have  almost  in- 
variably pursued  this  practice,  for  the  pur- 
pose  of  necessary  deliberation  as  well  as  in 
self-defense  from  day-and-night  importunitie 
of  outsiders.  Who  would  today  attempt  to 
label  this  a  star-chamber  procedure  ?  Yet  ther 
are  those  who  would  carelessly  apply  this  epi 
thet  to  this  identical  method  when  practiced  in 
connection  with  the  negotiation  of  trade  agree- 
ments. It  must  be  clear  to  such  critics  that  we 
have  adopted  our  method  on  the  basis  of  the 
long  experience  of  Congress  in  dealing  with 
questions  of  this  type.     It  is  with  Congress, 
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fckerefore,  rather  than  with  us,  that   necessity 
>f  the  executive-session  practice  should  be  de 
feted. 

1  come  now  to  our  second  primary  need  in 
lui  field  of  foreign  commerce — the  freeing  and 
(tfeguarding  of  our  export  trade  from  adverse 
Iscrimination  on  the  part  of  foreign  nations, 
[t  is  clear  that  the  mere  mitigation  of  the 
■riff,  quota,  and  other  burdensome  obst rue- 
ions  to  our  trade  is  not  sufficient  to  enable  us 
I  regain  our  foreign  markets;  it  is  also  neces- 
;ary  that  the  customs  treatment  accorded  to 
>ur  goods  in  each  such  market  be  at  least  as 
iavorable  as  that  accorded  to  the  goods  of  our 
:oreign  competitors.  In  recent  years  our  trade 
las  suffered  greatly  because  some  of  our  com- 
)etitors  have  secured,  in  many  of  our  most 
mportant  markets,  exclusive  advantages  which 
lave  resulted  in  serious  discrimination  against 
is. 

We  could  have  embarked  upon  a  similar  line 
>f  policy.  We,  too,  could  have  attempted  to 
Legotiate  arrangements  embodying  exclusive 
■vantages  for  our  export  trade,  But  it  was 
Bar  to  us  from  the  outset  that  such  a  policy 
vovld  have  provided  but  a  precarious  safe- 
guard for  our  trade.  It  would  merely  have 
erved  as  an  incentive  for  each  of  our  competi- 
ors  to  seek  further  exclusive  advantages,  which 
vovld  have  immediately  set  up  new  discrimina- 
ions  against  our  trade — to  be  overcome  by  us 
n  turn  by  means  of  new  negotiations. 

Generations  of  experience  with  various  forms 
i  international  commercial  relations  have 
emonstrated  fully  that  only  the  policy  of  equal 
reatment  can  secure  for  a  nation  stability  of 
ts  international  trade  and  freedom  from  dis- 
uptive  discrimination,  and  that  such  a  policy 
an  operate  only  on  the  basis  of  the  uncondi- 
ional  most-favored-nation  principle.  Only  if 
he  foreign  country  with  which  we  enter  into 

trade  agreement  assures  us  the  benefit  of  that 
>rinciple  can  we  be  certain  that  our  exports 
o  that  country's  market  will  be  able  to  com- 
pete with  similar  goods  coming  from  other  for- 
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eign  countries  on  an  equal  footing,  since  under 
the  most-f avored-nation  principle  each  advan- 1 
tage  or  concession  granted  to  any  other  coua-I 
try  would  immediately  and  automatically  be 
extended  to  us. 

But  if  we  were  to  ask  of  other  countries  a 
condition  of  complete  equality  for  our  trade—  1 
and,  in  justice  to  ourselves,  we  could  accept  J 
nothing  less — we  could  clearly  offer  other  na-1 
tions  only  a  similar  kind  of  treatment.  Each  I 
exclusive  concession  granted  by  us  to  a  foreign 
country  would  have  constituted  an  immediate! 
discrimination  against  50  or  more  other  coun- 
tries. It  would  have  involved  us  in  constant 
negotiation  and  renegotiation,  and  would  have 
given  rise  to  retaliation  abroad  and  continu- 
ing uncertainty  for  our  business  interests  en- 
gaged in  foreign  trade.  Hence,  a  provision; 
was  written  into  the  Trade  Agreements  Act 
directing  the  President  to  generalize  the  duty 
adjustments  effected  through  any  trade  agreed 
ment  to  goods  coming  from  other  countries, 
except  those  which  discriminate  against  ou< 
trade  or  pursue  other  policies  likely  to  defeal 
the  aims  which  we  seek  to  accomplish  througlj 
the  act. 

Our  trade- agreements  program  is  thus  8 
standing  offer  to  all  the  nations  of  the  world  tc 
deal  with  each  of  them  in  commercial  rnatte^ 
on  a  basis  of  equal  treatment.  In  carrying  ou\ 
the  mandate  of  Congress  in  this  respect,  wj 
have,  save  only  in  the  case  of  a  few  well-recog; 
nized  exceptions,  steadfastly  refrained  fron 
securing  or  granting  preferential  or  discrimi 
natory  treatment.  In  generalizing  the  duty  re 
ductions  negotiated  in  the  individual  trade 
agreements,  we  have  sought  to  place  on  ar 
equal  footing  those  nations  which,  in  turn,  exi 
tend  equality  of  treatment  to  our  commerce 
and  to  refuse  such  equality  to  those  nations 
which  refuse  equality  to  us.  Thus  all  phased 
of  our  policy  are  on  a  reciprocal  basis. 

Here  again,  as  in  the  adjustment  of  duties 
we  strive  to  carry  out  our  policy  cautiously 
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conservatively,  and  practically.  Our  rule  is 
that  the  duty  reductions  granted  to  each  in- 
dividual country  are  restricted  to  those  com- 
modities of  which  the  particular  country  is  the 
chief  supplier  to  the  United  States.  If  it 
should  happen,  however,  that,  under  existing 
abnormal  conditions,  some  other  country  at  any- 
later  stage  profits  unduly  from  the  benefit  of 
the  concession,  Ave  retain  the  right,  when  such 
contingency  arises,  to  modify  the  original 
grant. 

Our  interpretation  of  the  most-favored-na- 
tion principle  is  sufficiently  flexible  to  permit 
the  negotiation  of  multilateral  trade  arrange- 
ments. We  welcome  such  arrangements,  pro- 
vided they  have  for  their  object  the  liberaliza- 
tion and  promotion  of  international  trade  in 
general,  rather  than  the  creation  of  closed  areas 
of  special  preference.  At  the  Seventh  Inter- 
national Conference  of  American  States  at 
Montevideo,  I  proposed  an  agreement  de- 
signed to  pave  the  way  for  such  arrangements. 
Ihis  agreement,  which  is  open  to  adhesion  by 
all  countries,  has  been  ratified  by  our  Govern- 
ment. 

These  and  other  practical  exceptions  and 
safeguards,  which  existing  abnormal  condi- 
:ions  render  necessary,  in  no  way  detract  from 
:he  force  and  importance  of  the  unconditional 
nost-favored-nation  principle  as  the  founda- 
:ion  of  the  rule  of  equality  of  treatment  in  in- 
ternational commercial  relations.  Discrimina- 
:ion  and  preference  can  only  result  in  a  diver- 
don  of  trade  from  channels  of  economic  bene- 
it  to  channels  of  political  influence,  and  can 
orovide  but  a  weak  and  unsatisfactory  basis 
for  a  restricted  trade  that  is  constantly  at  the 
nercy  of  political  chance  and  change.  Equal- 
ly of  treatment  broadens  and  hastens  the  proc- 
ess of  reduction  of  trade  barriers.  It  offers 
ihe  best  general  basis  for  restoring  and  ex- 
panding trade  as  an  economically  sound  and 
universally  beneficial  process. 
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The  firm  determination  on  the  part  of  the  I 
Government  of  the  United  States  to  reassert  I 
the  rule  of  equality  of  treatment  has  already 
gone  far  to  slow  down  the  world's  recent  drift 
toward  the  chaos  of  discrimination  and  spe-l 
cial  advantage.     We  are  doing  everything  in] 
our  power,  through  the  trade-agreements  pro-i 
gram  and  through  other  channels  of  influence 
open  to  us,  to  induce  the  other  great  trading 
nations  of  the  world  to  adopt  a  similar  atti- 
tude toward  the  problem  of  a  rehabilitation  of 
world  trade.     In  such  rehabilitation  lies  the 
greatest  single  hope  that  the  world  may  still 
be  spared  the  tragedy  of  another  destructive1 
upheaval. 

In  brief,  through  our  present  foreign-trade 
program,  we  are  attempting  to  increase  tradi 
by  a  mitigation  of  existing  trade  barriers  anc 
to  restore  trade  to  its  accustomed  economic 
channels  by  the  reestablishment  of  the  rule  of 
equality  of  treatment  in  commercial  relations. 
This  twofold  endeavor  is  directed,  first  anc 
foremost,  toward  overcoming  the  emergency 
conditions  which  have  resulted  in  drastic  con- 
traction and  diversion  of  trade.  The  Trade 
Agreements  Act  is  a  temporary  measure  which 
was  enacted  primarily  for  the  purpose  of  en- 
abling us  to  deal  effectively  with  this  acute 
emergency. 

Although    experience    has    already    demon-' 
strated  that,  under  existing  circumstances,  thej 
negotiation  of  reciprocal  trade  agreements  rep- 
resents the  only  constructive  approach,  in  the 
field  of  commerce,  to  the  problem  of  broad  and 
sound  economic  recovery,   there  are   some   in 
this    country    who,   without    waiting   for   the 
economic  emergency  to  be  brought  under  con-  I 
trol,  demand  the  immediate  repeal  of  the  act 
and  the  abandonment  of  the  trade  agreements 
negotiated  under  its  authority.     Let  us  face  j 
squarely  what  that  would  mean.     We  would 
automatically  go  back  to  the  Smoot-Hawley 
tariff  and  face  once  more  the  vicious  discrim-  j 
ination  against  our  trade  which  it  caused  and 
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the  virtually  suicidal  efforl  at  economic  self- 
containment  which  it  represented.    This  futile 

and  fatal  course  backward  would  involve  a 
>tcadilv  increasing  aggravation  of  regulation 
and  regimentation  in  our  economic  life.  Yet 
some  of  those  who  voice  loudest  (heir  opposi- 
tion to  regimentation  in  general  demand,  at  the 
same  time,  a  commercial  policy  that  would  in- 
evitably lead  to  such  regimentation,  and  to  a 
permanently  increasing  dole  as  well. 

This  is  the  real  alternative  to  our  present 
course  of  action.  It  would  represent  an  in- 
glorious surrender  to  the  emergency  that  has 
overwhelmed  us.  Far  from  overcoming  that 
emergency,  it  would  deepen  and  widen  the 
ravages  of  the  maladjustments  that  constitute 
the  very  foundation  of  our  present  economic 
lifticulties,  and  of  the  existing  threat  to  world 
peace.  Our  program,  on  the  other  hand,  holds 
increasing  promise  of  success  in  dealing  with 
he  grave  exigency  that  confronts  us  at  this 
ime. 

Through  its  trade-agreements  program,  this 
•ountry  is  furnishing  its  fair  share  of  leader- 
ship in  the  world  movement  toward  a  restora- 
ion  of  mutually  profitable  international  trade 
md,  as  a  consequence,  toward  an  improvement 
n  the  employment  of  labor,  a  fuller  measure  of 
stable  domestic  prosperity,  and  the  only  sound 
foundation  for  world  peace.  And  we,  who  are 
•oncerned  with  the  execution  of  the  program, 
ind  special  gratification  in  the  fact  that  our 
•ffort  in  this  direction  has  widespread  support 
n  the  Nation  as  a  whole.  The  press  of  this 
ountry,  in  its  vast  majority,  has  been  clear- 
ighted  enough  to  recognize  the  vital  impor- 
ance  of  the  program.  Great  business  organi- 
ations,  like  yours,  have  given  us  invaluable 
ncouragement.  With  such  inspiration  to 
;uide  us,  we  shall  go  forward  in  our  effort  to 
ring  peace  and  prosperity  out  of  political 
isttsion  and  economic  distress. 
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TRADE  AGREEMENTS 


AND  THE  FARMER 


I  am  particularly  glad,  as  a  representative  of 
he  State  Department,  to  have  the  opportunity 
•f  meeting  with  you  today  in  the  heart  of  this 
treat  agricultural  area.  The  State  Depart- 
aent,  as  well  as  every  other  department  of  your 
xovernment,  is  profoundly  interested  in  restor- 
ug  prosperity  to  the  farmers  of  America. 

It  must  be  clear  that  there  can  be  no  return 
o  stable  prosperity  if  farmers  remain  down- 
nd-out.  Agriculture  is  the  backbone  of  our 
ountry.  Mills  need  raw  materials,  and  mill- 
rorkers  need  foodstuffs.  Any  interruption  in 
lie  orderly  processes  of  supply  spells  economic 
islocation  and  resulting  injury  in  every  State 
f  the  Union.  Farmers  play  an  equally  impor- 
mt  part  as  consumers.  Industrial  prosperity 
>  dependent  upon  markets  for  industrial 
oocls;  and  if  farmers  can't  buy,  mills  must 
artail  production  to  an  extent  which  bars 
rosperity.  In  other  words,  the  prosperity  of 
le  mill  owner  and  the  factory  worker,  like  the 
rosperity  of  all  America,  is  inseparably  bound 
p  with,  and  dependent  upon,  the  prosperity 
£  the  farmer,  and  vice  versa. 


At  the  heart  of  the  difficulties  which  we  are 
icing  today  is  the  problem  of  unsalable  sur- 
!uses.  Because  of  America's  high  productive 
ipacity,  upon  which  our  standard  of  living 

large  part  depends,  international  trade  is  an 
'sential  part  of  our  national  economy.     For 
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instance,  we  are  normally  dependent  upon  for 
eign  markets  for  the  sale  of  more  than  half  o1 
our  cotton  crop.  Similarly,  in  1929  we  wen 
selling  abroad  about  a  fifth  of  our  wheat,  two 
fifths  of  our  leaf  tobacco,  almost  half  of  oui 
federally  inspected  lard,  a  third  of  our  rice,  4< 
percent  of  our  dried  fruits.  The  value  of  oui 
cotton,  our  tobacco,  our  hog  products,  our  pe 
troleum  products,  our  automobiles,  our  manui 
factures  of  machinery,  and  the  like,  dependij 
directly  upon  whether  or  not  we  can  find  mar 
kets  for  them.  Value  attaches  to  goods  be 
cause  they  can  be  exchanged  for  other  goods 
In  a  word,  national  wealth  depends  upon  tradel 
Cripple  a  nation's  trade  and  you  strike  di 
rectly  at  its  wealth.  To  the  extent  that  yoi 
strip  a  nation  of  its  export  markets,  you  reduo 
thereby  its  national  income. 

Unhappily  this  is  but  a  part  of  the  sto 
What  is  of  far  more  vital  consequence  is  t 
disastrous  effect  of  unsalable  surpluses  on  do 
mestic  prices,  wages,  and  jobs.  Unsold  sur 
pluses,  by  glutting  home  markets,  demoralizs 
the  prices  received  for  that  part  of  the  outpu 
or  crop  sold  at  home.  That  means  havoc  an? 
economic  dislocations  throughout  the  industr; 
or  occupation.  The  resulting  repercussion;! 
are  inevitably  nation-wide,  and  affect  produc 
ers  who  themselves  do  not  sell  abroad. 

In  the  field  of  agriculture,  if  we  should  elimj 
nate  our  foreign  markets,  speaking  in  rounf 
numbers  we  would  have  to  retire  about  8,9001 
000  acres  of  wheat  land,  about  22,800,000  acr<j 
of  cotton  land,  about  665,000  acres  of  tobacc 
land,  about  9,150,000  acres  of  corn  land  neede 
for  raising  hogs,  and  over  7,000,000  acres  o 
land  needed  for  feeding  horses  to  work  thes 
lands.  In  other  words,  we  would  have  to  rc 
tire  over  40,000,000  acres  of  average  farm  Ian 
and  let  it  go  back  to  weeds  or  pasture.  Thi 
land  today  supports  a  farm  population  of  som 
3,200,000  people.  What  would  be  done  wit 
these  human  beings?  Are  they  to  becom 
human  weeds? 


II 


One  of  the  fundamental  causes  of  the 
farmers'  plight  today  has  been  the  rising  tide 

>f  protectionism  in  our  country,  particularly 
once  the  World  War.  In  1921  we  heightened 
Mir  tariffs;  in  1922  we  heightened  them  again; 
n  1930  we  raised  them  under  the  Hawley- 
■Miioot  tariff  to  the  highest  point  in  all  our  his- 
ory.  But  every  time  tariffs  are  raised,  farmers 
suffer. 

The  history  of  past  tariff  making  has  been 
he  story  of  lavish  promises  to  industrialists 
md  farmers  alike ;  but  the  fulfillment  of  these 
>romises  each  time  has  resulted  in  higher 
>riees  for  countless  industrial  commodities,  but 
10  higher  prices  for  our  agricultural  staples, 
diich  in  the  main  are  on  an  export  basis. 
Thus,  every  upward  revision  of  the  tariff  has 
iieant  an  unfair  deal  for  the  farmers.  It  has 
leant  increased  cost  of  the  clothes  and  farm 
tnplements  and  factory  products  they  had  to 
•uy,  and  at  the  same  time  sharply  curtailed 
oreign  markets  in  which  to  sell  their  farm 
products.  Through  the  operation  of  the  tr- 
easonably high  protective  tariff,  the  scales  be- 
ame  weighted  more  and  more  heavily  against 
lie  farmer.  One  of  the  fundamental  elements 
f  the  farm  problem  is  how  to  restore  the  pur- 
hasing  power  of  the  farmer  to  a  fair  level. 

The  drive  for  higher  agricultural  tariffs  is 
ot  a  constructive  solution.  A  comparatively 
sw  agricultural  producers  might  for  the  time 
eing    profit    from    a    heightened    tariff;  our 

rongest  and  staple  ones  would  suffer.  Nor- 
mally we  sell  abroad  far  more  than  we  buy  of 
ur  leading  agricultural  staples,  such  as  cotton, 
)bacco,  wheat,  rice,  lard,  and  the  like.  Every 
me  we  raise  our  tariffs,  w^e  thereby  sacrifice 
>reign  markets  for  our  surpluses  in  these  and 
;her  commodities,  partly  through  retaliatory 
;tion  on  the  part  of  foreign  nations  and  partly 
irough  reduced  foreign  purchasing  power, 
very  time  we  undertake  an  upward  revision 


of  the  tariff,  it  is,  in  the  main,  industrial  group 
which  are  given  special  favors,  ultimately 
the  cost  of  American  agriculture  and  tin 
country  as  a  whole.  In  the  face  of  the  farm 
er's  dire  need  for  foreign  outlets  for  his  sur 
pluses,  the  building  of  a  high  tariff  wall,  whicl 
has  the  effect  of  barring  both  exports  and  im 
ports,  is  manifestly  no  solution. 

What,  then,  is  the  most  constructive  program 
to  meet  our  agricultural  problem  ? 

Ill 

The  lasting  solution  of  the  farm  problem  de, 
pends  upon  maintaining  and  increasing  foi 
eign  markets  for  agricultural  products.  Th 
farmers  have  been  hoodwinked  so  often  tha 
they  must  be  coming  to  realize  now  that  salva 
tion  for  them  lies  not  in  upward  tariff  revision 
but  in  increased  international  trade  whic 
opens  up  to  them  foreign  markets.  This  i 
fundamental. 

That  is  why  farmers  must  be  deeply  intei 
ested  in  the  determined  efforts  of  our  Goveri] 
ment  to  maintain  present  foreign  markets  an 
to  open  up  new  ones  for  the  sale  of  America^ 
products  through  the  trade-agreements  pre 
gram.  In  June  1934,  Congress  authorized  th 
President  to  enter  into  reciprocal  agreement 
with  foreign  governments  "for  the  purpose  c 
expanding  foreign  markets  for  the  product 
of  the  United  States." 

Trade,  by  its  very  nature,  must  be  voluntarj 
It  cannot  be  forced  without  doing  more  har} 
than  good.  Hence,  the  American  trade-agret 
ments  program  seeks  the  restoration  of  f  oreig 
markets  for  American  goods,  first,  through  I 
reciprocal  reduction  of  trade  barriers,  and  se< 
ondly,  through  reciprocal  guaranties  of  noi 
discriminatory  treatment. 

None  but  extremists  and  special  pleaders  ol 
ject  to  the  reasonable  reduction  of  existin 
trade  barriers.  The  Trade  Agreements  A< 
itself  provides  that  reductions  shall  not  I 
greater  than   50  percent   of   existing   dutie 


Moreover,  the  administration  of  the  act  to  date, 
during  which  time  14  agreements  have  been 
concluded,  gives  concrete  assurance  that  the  im- 
dertaking  is  being  executed  with  the  utmost 

care  and  reasonableness.  The  country  as  a 
whole  should  never  lose  sight  of  the  fact  that 
it  has  nothing  to  fear  from  tariff  reductions 
which  stimulate  the  mutually  profitable  ex- 
change of  goods.  Trade  is  the  very  lifeblood 
of  our  prosperity. 

In  achieving  the  second  purpose  of  the  pro- 
gram, namely,  the  removal  and  prevention  of 
discriminations  against  American  trade,  this 
Government  has  continued  to  adhere  to  our 
traditional  policy  of  giving  and  demand- 
ing equality  of  treatment.  This  means  the 
policy  of  unconditional  most-favored-nation 
treatment. 

Widespread  misunderstanding  has  arisen 
with  regard  to  the  nature  and  the  significance 
of  the  most-favored-nation  policy.  It  is  in 
no  way  a  novel  policy,  formulated  as  part  of 
the  New  Deal.  Indeed  it  goes  back  a  century 
at  least;  in  a  sense  it  is  as  old  as  trade  itself. 
If  a  nation  is  to  trade  at  all,  broadly  speaking 
it  must  base  its  commercial  policy  upon  one 
3f  two  alternatives:  (a)  preferences  given  and 
received,  or  (b)  equality  to  all. 

Historically,  it  is  the  second  of  these  two 
alternatives — the  equality-of-treatment  pol- 
icy— which  has  formed  the  basis  of  most  of 
che  trading  of  the  past  hundred  years.  This 
is  the  policy  which  has  taken  form  in  the 
nost-favorecl-nation  clause,  woven  into  a  net- 
work of  hundreds  of  treaties  all  over  the  world, 
vhereby  each  party  agrees  to  give  to  the  other 
ohe  same  commercial  treatment  as  that  ac- 
corded to  the  most-favored  nation.  The 
[Jnited  States  today  is  a  party  to  treaties  or 
agreements  containing  the  most-favored-na- 
ion  clause  with  some  45  nations.  Most  of 
hese  treaties  are  of  long  standing, 
i  Continued  adherence  to  our  traditional  pol- 
cy  of  giving  and  demanding  equality  of  treat- 
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ment  has  been  attacked  by  some  who  advocai 
the  first  of  the  two  alternatives,  i.e.,  a  policy  ol 
bargaining  in  preferences.  Such  a  policy  is  as 
perilous  as  it  is  plausible. 

The  difficulty  is  that  each  preference  giver 
by  us  exclusively  to  a  single  nation  constitutes 
a  discrimination  against  more  than  50  other 
nations.  Conversely,  each  exclusive  preference 
given  by  one  foreign  nation  to  another  consti- 
tutes a  discrimination  against  us.  There  cani 
be  no  preference  without  discrimination.  A 
policy  of  preferential  bargaining  means  in  its 
very  essence  a  policy  of  widespread  discrimi- 
nation. And  discrimination  means  economic 
conflict  and  retaliation  and  rising  trade  bar- 
riers. A  nation  which  seeks  increased  outlets 
in  world-wide  markets  for  its  domestic  sur- 
pluses cannot  afford  to  follow  a  program  of 
bargaining  in  preferences. 

The  choice  of  equality  as  the  basis  of  our 
commercial  policy  rather  than  of  preferences 
given  and  received  goes  back  to  our  earliest 
days.  It  was  George  Washington  who  first 
clearly  laid  it  down  in  his  famous  Farewell 
Address.  "Our  commercial  policy",  runs  his; 
message,  "should  hold  an  equal  and  impartial 
hand,  neither  seeking  nor  granting  exclusive 
favors  or  preferences;  consulting  the  natural 
course  of  things ;  diffusing  and  diversifying  by 
gentle  means  the  streams  of  commerce,  but  forc-'i 
ing  nothing." 

Since  Washington's  day,  the  policy  of  equal- 
ity of  treatment,  otherwise  known  as  the  most- 
favored-nation  policy,  tested  and  proved  by" 
years  of  experience,  has  constituted  the  very 
cornerstone  of  American  commercial  practice. 

Those  who,  swept  along  in  the  present-day 
currents  of  economic  nationalism,  now  advocate 
replacing  it  with  a  plausible  policy  of  prefer- 
ential bargaining,  do  not  stop  to  count  the 
consequences  or  the  cost.  The  policy  of  prefer- 
ential bargaining  means  the  shifting  and  ad- 
justment of  the  currents  of  world  trade,  not  in 
response  to  the  operation  of  the  fundamental 


economic  forces  of  supply  and  demand,  l>u(  in 
accordance  with  the  arbitrary  and  political  de- 
risions of  governmental  officials.  It  means  the 
placing  of  the  economic  life  of  every  nation  at 
the  mercy  of  political  manipulations  made 
sometimes  by  its  own  officials  and  sometimes  by 
those  of  other  nations  over  whom  it  has  no 
control. 

In  this  same  connection  there  are  those  who 
ulvocate  what  they  are  pleased  to  call  a  uhard- 
lieaded"  policy  of  bilateral  balancing,  namely, 
Jiat  the  United  States  should  insist  upon  each 
nation  buying  from  us  goods  equal  in  value 
•o  those  which  we  buy  from  it.  Inevitably 
such  policies  have  resulted  in  scaling  down 
.mports  rather  than  in  increasing  exports,  and 
lence  have  reduced  the  total  volume  of  world 
;rade,  to  the  cost  of  all.  Even  those  nations 
vhich  have  been  in  a  position  to  pursue  such 
Dolicies  as  a  matter  of  expediency  have  found 
he  practice  unsatisfactory.  Such  a  policy 
vould  be  particularly  impracticable  and  un- 
lesirable  for  the  United  States.  As  against 
he  world  we  have  an  export  balance,  that  is, 
ve  sell  abroad  more  commodities  than  we  buy. 
_f  we  were  to  attempt  to  strike  a  balance  of 
rade  with  each  separate  nation,  we  would  in 
ill  probability  find  the  same  policy  practiced 
.gainst  us  by  those  other  nations  to  whom  we 
low  sell  more  than  we  buy.  The  final  result 
vould  be  a  further  drastic  cut  in  our  export 
rade  which,  in  the  very  nature  of  the  case, 
nust  inevitably  hit  agriculture  more  severely 
han  any  other  group. 

The  triangular  nature  of  American  trade 
aakes  it  evident  that  for  the  United  States  to 
follow  a  commercial  policy  of  bilateral  bal- 
ncing  would  be  suicidal. 

Any  policy  which  proves  destructive  of  tri- 
ngular  trade  strikes  at  the  very  heart  of  Amer- 
ican commercial  interests.  We  have  large  ex- 
port surpluses  with  Europe  and  the  British 
|)ominions.  We  have  substantial  import  sur- 
luses  with  the  tropical  countries.     Clearing 
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and  compensation  agreements  and  other  types 
of  preferential  bargaining,  as  actual  experi- 
ence is  proving,  directly  tend  to  equalize  the 
value  of  exports  and  imports  between  each  two 
countries ;  and  such  bilateral  balancing  per- 1 
force  kills  triangular  trade.  Triangular  trade 
cannot  survive  under  a  system  of  bargaining 
for  special  preferences.  Its  very  existence  de- 
pends upon  most-favored-nation  treatment  and 
freedom  from  discriminatory  practices  in  the 
movement  of  goods. 

That  is  why  the  United  States  must  take  an 
aggressive  attitude  in  fighting  the  policy  of 
bilateral  balancing.    Whether  this  policy  takes 
the  form  of  clearing  agreements  or  the  more 
obvious  form  of  compensation  arrangements 
under  which  imports  are  permitted  only  in  I 
return    for    the    taking    of    a    corresponding 
amount  of  exports,  whether  it  appears  in  the] 
guise  of  a  drive  to  "buy  from  those  who  buy 
from  us"  or  that  of  a  preferential  tariff  with 
discriminatory  duties  against  products  from  J 
countries  which  buy  less  than  a  fixed  propor- 
tion of  the  Nation's  exports,  so  far  as  the! 
United  States  is  concerned,  it  must  fight  the 
spread  of  the  movement  or  lose  a  great  part!, 
of  its  trade.     The  movement  is  particularly 
menacing  to  American  agriculture,  which  de-.j 
pends  vitally  upon  the  maintenance  of  a  large 
volume  of  triangular  trade.    The  only  realistic: 
commercial  policy  which  meets  practical  Amer-' 
ican  needs  is  one  which  aims  to  keep  the  chan-; 
nels  of  trade  open  to  all  countries  on  equal 
terms,   i.e.,   a   policy   of   unconditional   most- 
favored-nation  treatment. 

It  is  often  mistakenly  assumed  that  the  most- 
favored-nation  policy  requires  the  United 
States  to  grant  favors  and  concessions  to  other 
nations  for  no  return  and  thus  inures  to  our 
own  material  disadvantage.  Nothing  could  be 
further  from  the  truth.  It  does  not  mean  giv- 
ing away  something  for  nothing.  We  get  quite 
as  much  as  we  give.     No  one  proposes  to  con- 
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uaue  to  extend  the  benefits  of  trade-agreement 
pncessions  to  countries  which  arc  in  fact  dis- 
riminating  against  American  trade.  The 
aost-favored-nation  policy  means  simply  that 
Ve  extend  most-fa vored-nat ion  treatment  to 
very  country  which  docs  the  same  to  US.  We 
eceive  a  very  real  quid  pro  <juo. 

What  strikes  injury  to  every  business  is  dis- 
rimination  in  favor  of  others.  It  is  when 
avored  competitors  are  enabled  to  sell  at  lower 
rices  than  ourselves  that  bankruptcy  begins, 
renuine  protection  comes  with  equality  of 
•eatment.  Under  a  policy  of  most-favored- 
ation  treatment,  for  every  group  of  conces- 
.ons  which  we  extend  to  third  states  we  re- 
vive in  return  the  groups  of  concessions  which 
iey,  under  other  treaties,  have  granted  or  may 
1  the  future  grant  to  other  nations.  Thus  our 
•ade  is  protected  against  discrimination.  And, 
3  experience  has  proved  through  the  years, 
lese  benefits  and  assurances  against  discrimi- 
ition  are  of  enormous  value  in  dollars  and 
nts  to  American  trade. 

:  For  example,  prior  to  May  1,  1935,  when  the 
lade  agreement  between  the  United  States  and 
elgium  went  into  effect,  the  Belgian  duty  on 
li  unassembled  low-priced  automobile  was 
mxt  10,000  francs.  The  trade  agreement  re- 
'iced  this  duty  to  about  6,000  francs.  Seven- 
pn  days  later  an  agreement  between  Belgium 
id  France  reduced  this  duty  to  4,000  francs, 
rider  the  most-favored-nation  clause  of  our 
ide  agreement  with  Belgium,  American  auto- 
pbile  exporters  got  the  benefits  of  the  duty  as 
Wered  by  the  French  agreement.  Thus 
'nerican  automobile  manufacturers  not  only 
k  protected  in  the  Belgian  market  against 
derselling  by  French  exporters  but  also  gain 
sitive  advantages.  This  is  but  one  of  hun- 
3ds  of  instances  in  which  the  most-favored- 
,tion  clause  has  proved  its  practical  value. 
;  is  a  policy  dictated  by  experience  and  by 
rd-headed    common    sense.     In    our    trade 
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agreement  with  Canada  it  is  indeed  by  virtue 
of  the  unconditional  most-favored-foreign-na- 
tion clause  in  the  agreement  that  we  receive  the 
benefit  of  reductions  in  duties  on  767  tarifl 
items.  It  is  one  of  the  major  advantages 
secured  by  the  trade  agreement. 

At  the  same  time,  by  refusing  to  continue  tc 
extend  the  benefits  of  our  trade-agreement  con- 
cessions to  countries  which  are  discriminating 
against  American  trade,  we  gain  a  force  anc 
leverage  of  substantial  power  to  compel  othei 
nations  to  cease  unfair  practices  and  discrimi 
nations  against  our  trade.  The  policy  becomes 
as  recent  events  prove,  a  positive  program  o1 
great  effectiveness. 

It  was  because  of  such  considerations  thai 
the  Trade  Agreements  Act  itself  prescribes  ad 
herence  to  the  traditional  American  policy  o: 
most-favored-nation  treatment  by  providing 
that  concessions  granted  under  trade  agree 
ments  shall  be  extended  to  the  products  o* 
other  nations  so  long  as  these  nations  do  n« 
discriminate  against  American  commerce. 

IV  I 

Unhappily  there  are  those  who,  posing  a 
friends  of  the  farmer,  claim  that  the  trade, 
agreements  program  is  being  manipulated  & 
that  industrial  groups  are  being  favored  at  thj 
expense  of  agricultural  groups.  In  proof  <?| 
their  claim  they  point  to  the  large  increases  I 
agricultural  imports  during  1935  to  prove  tha 
under  the  trade-agreements  program  farmer 
are  being  "sold  down  the  river."  It  is  a  facj 
that  between  1934  and  1935  agricultural  im! 
ports  increased  by  some  247  million  dollars. 

But,  if  one  takes  the  trouble  to  dig  into  th 
actual  truth,  this  indictment  of  the  prograr 
collapses  like  a  house  of  cards.  Only  four  trad 
agreements  were  in  effect  at  the  close  of  193£ 
and  of  these  only  the  Cuban  agreement  was  i 
effect  during  the  whole  of  the  year  and  ha* 
any  appreciable  influence  on  agricultural  iir 
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port-  in  1935.  The  principal  increase  in  the 
value  of  agricultural  imports  under  the  Cuban 
agreement  was  due  to  sugar  and  tobacco.  Al- 
though total  sugar  imports  were  L6  million 
dollars  greater  in  value  than  in  L934,  they  were 
SC)  million  pounds  smaller  in  quantity.  The 
income  of  the  domestic  sugar  industry  was  in 
fact  actually  increased.  The  tobacco  situation 
was  in  many  ways  similar.  Apart  from  the 
Cuban  agreement  concessions  on  sugar  and 
tobacco,  the  increase  of  agricultural  imports 
during  1935  from  those  countries  with  which 
trade  agreements  became  effective  during  that 
year  amounted  to  about  seven-tenths  of  1  per- 
cent of  the  total  increase  of  our  agricultural 
imports  from  1934  to  1935.  Very  clearly  the 
substantial  increase  of  agricultural  importa- 
tions which  took  place  in  1935  was  not  the  re- 
sult of  the  trade -agreements  program. 

The  real  cause  of  the  increase  was  partly  the 
increased  needs  of  reviving  industry,  but 
mainly  the  disastrous  drought  which  spread 
such  havoc  in  1934,  and  the  effects  of  which 
were  felt  even  more  acutely  in  1935.  American 
farmers  are  helped  rather  than  injured  by  in- 
creased imports  of  noncompetitive  agricultural 
goods,  such  as  coffee,  tea,  cocoa,  rubber,  silk, 
and  the  like.  Well  over  half  of  our  normal 
agricultural  imports  are  not  directly  competi- 
tive. 

Of  the  remaining  half,  the  outstanding  cause 
for  the  increased  agricultural  imports  of  1935 
was  the  unprecedented  drought  of  the  preced- 
ing year.  According  to  Government  estimates, 
the  drought  caused  a  reduction  in  our  total  feed 
supply,  as  compared  with  normal,  of  some 
50,000,000  tons.  Yet  during  the  full  18  months 
following  the  drought,  from  July  1934  until 
December  1935,  we  imported  less  than  3%  mil- 
lion tons  of  all  types  of  feeds  and  fodder,  or 
only  7  percent  of  the  shortage.  Under  these 
circumstances,  when  cattle  and  other  livestock 
were  dying  of  starvation  over  a  wide  area,  it 
is  surprising  that  persons  claiming  to  be  inter- 
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ested  in  the  welfare  of  American  farmers  anc 
presumably  acquainted  with  their  needs  shoulc 
have  complained  of  increases  in  imports  o: 
corn  and  other  feedstuff s.     It  was  only  by  be  I 
ing  able  to  draw  on  the  nondrought  areas  outj 
side  the  United  States  that  still  further  slaugh- 
ter or  starvation  of  animals  was  avoided.     Anc 
yet  it  is  a  striking  fact  that  imports  of  corn] 
for  example,  were  less  than  2  percent  of  thd 
annual  average  production  in  the  10  years  pre- 
ceding the  drought,  and  were  only  3  percent  oi 
the  1934  crop. 

Since  1935,  although  new  and  more  im- 
portant trade  agreements  have  been  coming 
into  force,  the  peak  of  the  drought  imports  has 
passed. 

Much  has  been  made  of  the  concession  on 
cattle  given  under  the  Canadian  trade  agree- 
ment.    The  Canadian  cattle  industry  is  com- 
paratively small  and  can  offer  only  limitec 
competition  to  our  large   domestic  industry 
Experience  has  shown  that  when  our  dutie 
on  cattle  are  increased,  the  effect  is  usually  t 
lower  Canadian  prices  without  greatly  affect 
ing  our  own  cattle  prices.    Nevertheless,  in  this 
case,  as  in  others,  we  have  avoided  making  any 
concessions  which  would  appreciably  affect  our 
cattle  price  structure.     On  cattle  weighing  ovei 
700  pounds  the  duty  was  reduced  from  3  to  2 
cents  a  pound,  but  this  reduction  is  strictly 
limited  to  a  number  equivalent  to  three-quar- 
ters of  1  percent  of  our  average  slaughter  oJ 
cattle  and  calves  in  1928-32,  that  is  to  say,  aboul 
155,000  head.    Even  the  duty  as  thus  reduce< 
is  for  most  cattle  half  a  cent  above  that  ii 
effect  before  1930.     Similarly,  on  dairy  cattle 
and   calves   there   are   duty   reductions   on 
limited  number  of  animals.     It  is  important 
that  this  quota  limitation  is  applicable  to  cattle 
imports  from  everywhere  and  not  merely  from 
Canada. 

Imports  of  cattle  are  now  running  somewhat 
above  1935.    It  seems  likely  that  the  quota  o: 
155,000  head  of  cattle  over  700  pounds,  on  which 
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the  duty  has  been  reduced,  will  be  filled  before 
the  year  is  out.  On  April  25,  72,642  head  had 
already  been  imported.  In  spite  of  the  wide 
attention  given  these  imports,  however,  there 
is  no  just  cause  for  alarm.  1 1'  the  quota  should 
he  tilled  before  the  end  of  the  year,  any  fur- 
ther imports  would  have  to  pay  the  same  rate 
of  duty  as  under  the  1930  tariff — a  rate  which 
is  so  high  as  to  be  virtually  prohibitive,  except 
when  prices  are  unusually  high,  as  they  were 
in  1935.  Consequently,  once  the  quota  has  been 
filled,  imports  during  the  remainder  of  the  year 
are  likely  to  be  very  much  smaller.  But  even 
the  increased  imports  which  have  come  in 
during  the  early  part  of  the  year  are  really 
too  small  in  relation  to  domestic  cattle  pro- 
duction to  have  any  appreciable  effect  on  our 
cattle  prices.  Cattle  coming  in  under  the  re- 
duced rate  of  duty  up  to  April  25  were  equiv- 
alent to  less  than  2.3  percent  of  cattle  slaugh- 
ter under  Federal  inspection  in  the  first  4 
months  of  the  year.  Of  course  the  ratio  of 
imports  to  total  slaughter  must  have  been  less, 
since  approximately  one-third  of  the  cattle 
slaughter  is  not  federally  inspected. 

The  average  price  of  all  grades  of  beef  steers 
at  Chicago  in  April  1936  was  $8.42  per  100 
pounds,  as  compared  with  $11.10  in  April  1935. 
This  decline  has  been  from  an  unusually  high 
level.  The  fact  of  the  decline,  coupled  with 
the  recent  increases  in  cattle  imports,  has  fur- 
nished an  excellent  opportunity  to  the  oppo- 
nents of  the  trade-agreements  program  to  argue 
that  because  the  fall  in  prices  took  place  after 
the  Canadian  agreement  came  into  effect,  it 
must  therefore  have  been  caused  by  the  Cana- 
dian agreement.  I  need  hardly  point  out  the 
fallacy  of  such  reasoning.  The  reduction  is 
well  known  to  have  resulted  from  other 
3auses.  In  1935,  supplies  of  livestock  had 
been  seriously  depleted  by  the  1934  drought, 
ind  prices  were  unusually  high.  It  was  in- 
evitable that  there  should  be  an  increase  in 
supplies  and   a   drop   in  prices  in   1936.     In 


14 

fact,  during  the  first  4  months  of  1936  th< 
number  of  cattle  slaughtered  was  14  percen 
over  1935.  In  hogs  the  increase  was  11  percent 
Compared  with  these  increases,  any  stimulu 
which  the  agreement  with  Canada  may  hav< 
given  to  imports  is  obviously  of  negligible 
significance. 

Far  from  being  injured  by  the  Canadiai 
trade  agreement,  our  cattlemen  are  directb 
benefited  by  it.  The  agreement  is  reopening 
markets  for  the  sale  of  many  American  prod 
ucts  in  Canada,  and  thus,  by  increasing  pur 
chasing  power  on  the  part  of  American  work 
men,  will  create  an  expanding  domestic  mar 
ket  for  American  beef.  Under  the  agreemen 
Canada  granted  us  concessions  with  respect  t( 
nonagricultural  commodities  of  which  her  pur 
chases  fell  from  400  million  dollars  in  1929-3( 
to  but  100  million  dollars  in  1934-35.  If  w< 
recover  no  more  than  a  substantial  part  of  thi: 
lost  trade,  the  gain  will  be  heavily  reflects 
in  increased  pay  rolls  and  increased  consume: 
purchasing  power  in  our  cities.  For  a  produc 
such  as  beef,  for  which  the  demand,  as  yoi 
well  know,  is  relatively  elastic,  this  increase 
in  general  purchasing  power  is  of  really  grea 
significance.  It  will  add  to  the  income  of  th< 
cattleman ;  and  his  income  will  not  be  lessene* 
by  Canadian  importations,  because  these  an 
relatively  too  small  substantially  to  affec 
cattle  prices. 

V 

One  of  the  substantial  causes  for  increasec 
agricultural  imports  is  higher  domestic  agri 
cultural  prices.  The  higher  the  domestic  price 
the  more  incentive  there  is  to  import  fron 
abroad.  For  instance,  in  1932,  when  corn  wai 
selling  for  as  low  as  5  and  10  cents  a  bushel 
wheat  for  28  cents,  butter  for  14  cents,  hog! 
for  $3  a  hundred,  imports  were  at  a  minimum 
In  1935  when,  following  the  drought,  agri 
cultural  imports  were  abnormally  high,  farm 
ers  were  receiving  an  average  of  58  cents  foi 
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•orm  a  dollar  for  wheat,  over  $10  for  beef,  $8 
for  hogs,  over  30  cents  for  butter.  The  true 
ntasure  of  farm  prosperity  is  increased  farm- 
ers' income — not  the  amount  of  agricultural 
imports.  Would  our  farmers  prefer  to  go 
|»ck  to  the  days  of  11)32? 

The  heart  of  the  matter  is  this:  It  is  far 
nore  advantageous  for  American  farmers  to 
uive  over  90  percent  of  a  high-price  domestic 
narket  plus  a  significant  share  of  the  foreign 
narket  than  to  have  a  full  100  percent  of  a 
ow-price  domestic  market  with  no  share  in 
he  foreign  market. 

VI 

Those  interested  in  fostering  a  movement  for 
ligher  tariffs  and  economic  self-sufficiency  tell 
is  that  the  foreign  markets  which  were  once 
►pen  to  American  agricultural  products  never 
an  be  regained.  Hence,  of  what  avail,  they 
irgue,  to  bargain  with  concessions  for  foreign 
aarkets  now  forever  lost? 

Half-truths  are  often  more  deceptive  than 
alsehoods.  No  one  can  deny  the  present  ten- 
ancies of  nations  toward  economic  self-suffi- 
iency.  It  may  be  that  we  may  never  again 
ecapture  in  full  the  same  agricultural  markets 
rhich  we  enjoyed  prior  to  the  World  War. 
Sut  of  one  thing  I  am  sure.  As  long  as  Amer- 
:a  possesses  great  sweeps  of  fertile  land  in  a 
Bmperate  climate,  as  long  as  we  can  produce 
ood  and  raw  materials  efficiently  by  labor-sav- 
ag  devices  with  large-scale  farm  operations, 
o  long  will  other  countries  and  other  peoples 
eed  and  buy  American  agricultural  products. 

Of  one  other  fact  I  am  sure.  Whatever  di- 
ection  economic  tendencies  may  take,  some  60 
ations  cannot  even  approximate  full  eco- 
omic  or  agricultural  self-sufficiency.  Agri- 
Liltural  markets  may  shift;  but  the  need 
mong  some  60  nations  of  importations  of 
Dodstuffs  and  agricultural  raw  materials  never 
m  be  eliminated. 
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At  the  present  moment  international  trad 
is  impeded  and  barricaded  by  a  maze  of  highly 
artificial  and  uneconomic  barriers.  Once  thes 
economically  indefensible  barriers  are  low 
ered  and  arbitrary  trade  restrictions  relaxed 
trade  will  flow  and  foreign  markets  will  h\ 
gained  as  surely  as  water  runs  down  hill.  An( 
the  only  altogether  practicable  and  effectiv 
way  of  lowering  foreign  trade  barriers  unde 
present  conditions  is  through  reciprocal  agree 
ments.  A  nation  by  its  own  unilateral  actio] 
could  lower  its  own  barriers,  but  it  could  no 
thereby  gain  the  assurance  of  foreign  market 
necessary  for  its  own  exports. 

Facts  speak  louder  than  theories.  Are  for 
eign  agricultural  markets  being  gained  in  f ac 
by  the  American  trade-agreements  program? 

Fourteen  trade  agreements  have  now  bee] 
signed,  10  of  which  are  in  effect.  Our  for 
eign  trade  with  these  14  countries  constituted 
according  to  1934  figures,  over  37  percent  o 
our  total  foreign  trade.  Concessions  hav< 
been  obtained  on  about  two-thirds  of  our  192 
agricultural  exports  to  these  countries.  Othe: 
trade  agreements  are  in  process  of  negotiation 

The  commerce  with  each  country  with  whicl 
a  trade  agreement  has  been  negotiated  shows  k 
gratifying  increase.  General  exports  to  Cubi 
rose  from  25  million  dollars  in  1933,  before  th< 
trade  agreement  wTas  signed,  to  60  million  dol 
lars  in  1935,  after  it  had  been  signed.  Agri 
cultural  exports  to  Cuba  rose  from  6.8  millioi 
dollars  in  1933  to  14.9  million  dollars  in  193£ 
The  trade  agreement  with  Belgium  becami 
effective  on  May  1, 1935.  During  the  8  month 
in  1935  when  it  was  in  force,  general  export 
to  Belgium  showed  an  increase  of  10  millioi 
dollars,  and  agricultural  exports  an  increase  o 
4  million  dollars.  Exports  to  Sweden  for  th< 
first  7  months  of  the  trade  agreement  with  tha 
country  increased  by  almost  25  percent.  Thi 
trade  agreement  with  Canada  came  into  fora 
on  January  1, 1936.  During  the  first  2  month 
when  it  was  in  effect,  exports  to  Canada  to 
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taled  52.3  million  dollars,  in  contrast  to  46.1 
million  dollars  for  the  same  2  months  of  L935. 
Of  even  more  striking  significance  is  the  fact 
that  the  increase  of  exports  on  items  on  which 
Canada  granted  concessions  amounted  to  26 
percent ,  whereas  exports  of  nonconeession  items 
increased  by  only  S  percent. 

I  do  not  want  to  weary  yon  with  statistics. 
But  I  do  want  you  to  realize  that  the  trade 
agreements  are  already  bearing  fruit,  not 
merely  in  a  few  detached  instances  but  along 
a  widespread  front.  Agriculture  has  a  vital 
interest  at  stake  in  the  development  of  this 
program. 

May  I  give  you  just  a  few  examples  of  con- 
cessions secured  on  agricultural  exports  ? 

Take,  for  instance,  meat.  The  striking  po- 
tentiality of  this  export  market  is  indicated 
by  the  fact  that  our  exports  dropped  from  79 
million  dollars  in  1929  to  19  million  dollars  in 
1932.  Canada,  in  its  trade  agreement  with  the 
United  States,  makes  reductions  ranging  from 
12  to  65  percent  on  fresh  meats,  bacon,  ham, 
lard,  canned  meats,  extracts,  and  other  meat 
products.  Eleven  other  countries  have  granted 
•concessions  in  some  form  or  another  to  Ameri- 
can meat  and  meat  products. 

The  concessions  on  lard  obtained  in  nine 
agreements,  some  of  them  extremely  liberal, 
assume  importance.  Cuba,  for  example,  which 
;was  once  the  third-ranking  outlet  for  American 
lard  and  whose  purchases  of  American  lard  fell 
from  80  million  pounds  in  1929  to  11  million 
pounds  in  1933,  reduced  its  duty  from  a  rate 
equivalent  to  about  9.8  cents  per  pound  to  one 
Equivalent  to  2.3  cents  per  pound  during  the 
!  first  year  of  the  agreement,  and  scaling  down- 
ward to  1.5  cents  in  the  third  year.  Similar 
'concessions  in  a  number  of  other  trade  agree- 
ments should  assure  American  lard  producers 
in  opportunity  to  compete  for  a  volume  of 
ousiness  roughly  equivalent  to  what  they  en- 
some  years  ago. 
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Wheat  is  one  of  the  more  difficult  commodi 
ties  on  which  to  secure  concessions,  since  coun 
tries  seeking  self-sufficiency  usually  selec 
wheat  as  the  chief  article  on  which  to  eliminate 
or  reduce  foreign  importations.  Yet  even  01 
wheat  moderate  concessions  have  been  gainec 
in  several  trade  agreements.  As  the  trade 
agreements  program  progresses  and  we  have  { 
-chance  to  stem  the  present  movement  towan 
economic  self-sufficiency,  we  have  reason  t< 
expect  that  more  and  more  foreign  market: 
will  be  opened  to  American  wheat.  On  whea 
flour,  concessions  of  value  have  already  beei 
obtained.  In  the  Cuban  agreement,  for  ex 
ample,  we  secured  a  guaranty  that  the  consump 
tion  tax  of  one-half  cent  a  pound  on  importer 
wheat  flour  would  be  repealed  within  2  yean 
from  the  coming  into  effect  of  the  agreement 
that  is,  before  September  3  of  the  present  year 
Of  especial  significance  to  the  millers  of  tin 
Kansas  City  area  is  the  fact  that  in  this  specia 
agreement  with  Cuba  we  also  secured  an  addi 
tional  preference  on  wheat  flour  milled  ex 
clusively  from  domestic  wheat,  a  preference 
of  40  percent. 

Fruit  exports  have  also  shown  striking  in 
creases.  During  the  first  8  months  of  the  Bel 
gian  agreement,  exports  to  Belgium  of  fresl 
pears  increased  from  65  to  194  thousand  pound 
compared  with  the  same  months  of  the  previous 
year ;  dried  fruits,  from  6  to  8.5  million  pounds 
oanned  fruits,  from  2  to  2.8  million  pounds 
and  fresh  apples,  from  318  to  641  thousanc 
bushels. 

The  export  of  American  tomatoes  to  Canada 
during  the  first  2  months  of  the  Canadian  agree 
ment  increased  from  183.1  to  603.2  thousanc 
pounds. 

I  need  not  weary  you  with  the  citation  oi 
additional  statistics.  One  must  beware  o1 
drawing  too  positive  conclusions  from  the  sta- 
tistics gathered  during  the  few  months  since 
the  trade  agreements  have  been  in  force.  But 
they  do  indicate  trends  wThich  I  believe  to  be 
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ar-reaching  and  fundamental.  Increased  for- 
ion  markets  ran  be  secured  by  reciprocal 
greements,  and  arc  actually  being  secured  lo- 
in y   in  increasing  degree  as  the  trade-agree- 

uents  program  goes  forward. 

May  I  add  one  further  thought?  The  bene- 
ts  to  agricultural  groups  arising  from  the 
rade-agreements  program  cannot  be  confined 
o  increased  foreign  markets  for  agricultural 
►loducts  alone.  Every  time  foreign  markets 
re  increased  for  American  industrial  products, 
t  means  increased  employment  and  higher 
rages  for  American  workmen  in  industrial 
•hints  and  factories;  and  this  means,  in- 
scapably,  increased  domestic  markets  for  agri- 
ultural  products.  A  comparison  of  indus- 
rial  pay  rolls  and  farm  income  shows  a  definite 
orrelation  between  the  income  of  these  two 
roups,  indicating  that  a  large  share  of  the 
worker's  income  is  passed  on  to  the  farmer  in 
he  form  of  purchases  of  foodstuffs  and  other 
gricultural  commodities. 

In  1933  Cuba  purchased  from  us  440  passen- 
er  cars  and  463  trucks;  in  1935  it  purchased 
,159  cars  and  2,177  trucks.  Automobile  ex- 
orts  to  Canada  in  the  first  2  months  of  our 
rade  agreement  with  that  country  increased 
rom  349  to  541  thousand  dollars  in  value  over 
lie  corresponding  period  of  1935.  In  1933  Cuba 
urchased  2,620  American  radio  sets;  in  1935 
:  purchased  26,473.  Exports  of  refrigerators, 
lainly  electric,  to  Canada  in  the  first  2  months 
f  1935  were  valued  at  14  thousand  dollars ;  in 
le  first  2  months  of  1936  they  were  valued  at 
0  thousand  dollars. 

Every  person  getting  work  and  increased  in- 
Dme  from  these  industrial  exports  becomes  a 
msumer  of  more  agricultural  commodities. 

It  will  not  do,  therefore,  to  range  agricul- 
lral  groups  against  industrial  groups,  and  to 
teasure  the  increase  of  foreign  markets  for 
ldustrial  goods  as  against  that  for  agricul- 
iral  goods.  Each  group  profits  substantially 
^om  increased  markets  for  the  output  of  the 
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other.  The  interests  of  both  are  so  inextrj 
cably  interwoven  that  they  cannot  be  separatee 
The  prosperity  or  the  ill  fortune  of  the  on 
group  spells  the  prosperity  or  the  ill  fortun 
of  the  other.  There  can  be  no  thought  i 
Washington  of  sacrificing  the  interests  of  thi 
one  group  to  those  of  the  other.  All  ar 
American. 


To  bring  continuing  prosperity  to  our  farm 
ers  and  to  our  country,  we  must  look  fact 
boldly  in  the  face.  Increased  tariffs  offer  n 
solution.  Economic  nationalism  is  the  Ameri 
can  farmer's  worst  enemy.  His  dire  need  ij; 
increased  foreign  markets  in  which  to  sell  hi 
surpluses.  Upon  this  he  must  insist.  And  un 
til  this  is  secured  to  him,  the  fundamental  f arn 
problem  of  America  never  will  be  solved. 
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OUR  NEED 
FOR  FOREIGN  TRADE1 

It  is  with  special  pleasure  that  I  welcome  this 
pportunity  to  come  to  New  York  and  address 
joint  meeting  of  those  who  are  giving  un- 
intingly  of  their  time  and  energy  to  make  the 
ore  ion  Trade  Week  the  success  it  deserves  to 
5  and  of  those  who  are  more  particularly  con- 
rned  with  the  message  and  meaning  of  the 
ational  Maritime  Day.     As  the  great  gate- 
ay  of  our  Nation  to  and  from  the  world,  New 
ork  is  a  peculiarly  appropriate  spot  in  which 
take  stock  of  some  of  our  vital  needs  in  the 
Id  of  foreign  trade.     Its  magnificent  harbor 
the  starting  point  from  which  ships,  large 
id  small,  carry  their  cargoes  to  other  coun- 
ies,  and  the  terminal  to  which  these  same 
ips  bring  cargoes  from  abroad.     The  loading 
d  unloading  which  take  place  at  its  miles  of 
ws  constitute  an  integral  part  of  the  throb 
your  city's  and  of  the  whole  country's  busi- 
ss  activity.     New  York  knows  and  feels  all 
)  keenly  the  difference  between  periods  when 
ips  leave  and  enter  its  harbor  fully  laden, 
d  when  they  come  to  and  fro  all  but  empty 
their  freight. 

Ships  are  indispensable  tools  of  world  com- 
rce.  The  degree  to  which  these  tools  are 
lized  denotes  the  difference  between  active 
I  stagnant  foreign  trade.  Clearly,  for  all 
»se  who  own  and  operate  ships,  for  all  those 
ose  livelihood  depends  upon  shipping,  the 
?erence  between  active  and  stagnant  foreign 
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trade  inevitably  spells  the  difference  betweei 
prosperity  and  depression. 

No  less  directly  and  no  less  significantly,  th 
difference  between  activity  and  stagnation  ii 
foreign  trade  spells  a  difference  between  satis 
factory  prosperity  and  both  uncertain  and  de 
pressed  business  conditions  for  our  who! 
Nation.  This  basic  proposition,  which  is  s 
crystal  clear  to  those  of  us  who  have  the  nee' 
and  the  opportunity  to  deal  with  the  probler 
of  foreign  trade,  is,  unfortunately,  not  always 
and  not  universally  recognized,  either  in  ou 
country  or  abroad. 

There  are  among  our  fellow  countryme 
some  who  believe,  in  all  sincerity,  that  our  na 
tional  prosperity  could  be  enhanced  if 
American  citizens  would  buy  nothing  or  nex 
to  nothing  produced  in  other  countries.  The 
accordingly  proclaim  the  slogan  "Buy  Ami 
can",  and  attempt,  in  the  same  spirit  of  si 
cerity,  to  dramatize  the  idea  that  it  is  unpa 
triotic  to  use  any  foreign  commodities  if  th 
same  or  similar  or  substitute  articles  can  poss: 
bly  be  produced  in  the  United  States.  Thei 
are  also  some  who  exploit  this  slogan  for  leg 
sincere  and  unselfish  reasons,  by  making  it  sen 
as  a  cloak  for  the  promotion  of  special  intei 
ests  through  the  imposition  and  maintenance 
unreasonable  and  embargo  tariffs. 

We   all   agree  that   our   domestic   econom 
should  be  developed  to  the  fullest  extent  just*, 
liable  from  any  practical  business  standpoiri 
It  goes  without  saying,  also,  that  under  ar 
policy  or  any  conditions,  the  overwhelming  bu 
of  what  we  buy  and  consume  will  be  our  d 
mestic  products.     If  the  slogan  "Buy  Ame 
ican"  were  meant  to  imply  this,  it  would 
constructive  and  beneficial.     But  it  assumes 
wholly  different  aspect  when  it  is  carried 
impracticable  extremes  and — whether  for  sii 
cere  and  misguided  or  for  selfish  and  predator 
reasons— is  made  synonymous  with  a  policy  d 
rected    toward    a    virtual    elimination    of 
imports. 
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early,  such  an  elimination  of  imports  could 
«  brought  about  only  it'  the  American  people 
themselves  were  to  produce  every  commodity 
lmled,  regardless  of  quality,  cost,  or  use,  and 
^gardless  of  whether  it  is  an  extremely  poor  or 
•von  wholly  undesirable  substitute.  A  policy 
Hrected  toward  this  end  is  better  known  as 
hat  of  autarchy  or  economic  self-containment. 
Carried  into  full  effect,  it  would  require  our 
lation  to  resort — as  some  nations  already  have 
•esorted — to  synthetic  substitutes,  manufac- 
ured  at  three  or  five  or  even  more  times  the 
?ost  of  producing  the  superior  and  more  desir- 
ible  natural  articles. 

In  contemplating  such  a  policy  it  is  necessary 
:o  envisage  its  effect  upon  our  whole  economic 
ife.  A  large  number  of  vitally  important 
)ranches  of  production  in  our  country  are 
geared  to  an  output  far  in  excess  of  our  domes- 
ic  requirements.  These  surpluses  must  be 
narketed  abroad,  if  the  industries  producing 
hem  are  not  to  stagnate.  But  trade  is  a  two- 
vay  affair.  Our  sales  to  foreign  countries  must 
nevitably  become  reduced  as  we  reduce  our 
>urchases  from  abroad.  A  policy  directed  to- 
vard  economic  self -containment  is  inescapably 
l  policy  of  economic  isolation. 

I,  for  one,  cannot  assent  to  the  view  that  our 
tational  interests  would  be  promoted,  rather 
han  irreparably  injured,  if  we  were  to  isolate 
•urselves  from  the  great  stream  of  world  trade, 
n  my  opinion,  only  a  broad  and  liberal  policy, 
ombining  a  domestic  with  a  suitable  inter- 
Lational  economic  program,  can  fully  and  satis- 
actorily  promote  the  welfare  of  the  American 
>eople. 

Such  a  policy  contemplates  the  supplement- 
ng  of  domestic  trade  by  a  steadily  expanding 
nd  mutually  beneficial  interchange  of  com- 
lodities  among  nations.  Under  such  a  policy, 
ife  would  not  as  a  nation  deprive  ourselves,  as 
Ve  would  under  a  policy  of  isolation,  of  goods 
Vhich  we  find  it  desirable  and  profitable  to  pur- 
hase  abroad.     Rather,  we  would  receive  such 
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goods  in  exchange  for  our  own  surpluses,  whi 
must  become  dangerously  burdensome  unl 
foreign  markets  are  found  for  them.  Only  b; 
exchanging  surpluses  created  by  their  respec 
tive  national  effort  can  nations  achieve  a  ful 
and  stable  measure  of  prosperity ;  full  employ 
ment  of  their  labor,  equipment,  and  resources 
and  friendly  and  peaceful  relations  with  eacl 
other. 

This  broader  and  more  liberal  program  i 
based  upon  a  practical  middle  course  whicl 
avoids  the  extremes  of  both  isolationist  an< 
internationalist^  economic  policies.  Its  cor 
ner stone  is  mutually  profitable  trade,  basec 
upon  equality  of  trade  rights  and  fair  ant 
friendly  trade  methods  and  practices. 

Under  such  a  program,  foreign  market: 
would  provide  outlets  for  the  surpluses  of  oui 
farms,  our  mines,  and  our  factories,  wherea: 
under  a  policy  of  economic  self-containmen; 
such  surpluses  would  have  to  be  destroyed  oi 
else  they  would  accumulate  and  produce  th< 
kind  of  disorganizing  and  impoverishing  ef: 
fects  that  have  been  only  too  tragically  evi 
dent  during  the  past  few  years.  Carried  to  itf 
logical  conclusion,  a  policy  of  economic  isola 
tion  means  that  this  Nation  notifies  all  othei 
nations  not  to  buy  our  corn  and  hog  products 
wheat  and  flour,  apples  and  other  fruits,  to- 
bacco, cotton,  automobiles,  copper,  oil,  ma' 
chinery,  and  a  long  list  of  other  commodities; 
normally  produced  in  our  country  in  quanti 
ties  exceeding  domestic  consumption  by  10  U 
50  percent. 

To  eliminate  this  surplus  production  would 
be  equivalent  to  throwing  millions  of  farmers 
and  industrial  wage  earners  out  of  employ- 
ment. To  continue  full  operation  of  these 
branches  of  production  in  the  face  of  closing 
and  closed  foreign  markets  would  lead  to  stag- 
nation and  price  slumps  resulting  at  home 
from  dammed-up  surpluses.  Depression  ir 
these  branches  of  production  would  lead  tc 


stagnation  and  unemployment  throughout  the 
entire  economic  and  financial  structure  of  the 

Nation.  Our  national  prosperity  is  directly 
and  tremendously  affected  by  the  ability  of 
these  great  industries  to  sell  their  surpluses  in 
the  foreign  markets. 

Moreover,  by  making  impossible  these  sales 
abroad  of  our  farm  and  other  surpluses,  a  pol- 
icy of  economic  self -containment  would  de- 
stroy our  ability  to  purchase  from  other  parts 
of  the  earth  an  immense  amount  of  raw  ma- 
terials and  other  commodities,  which  we  can- 
not produce  at  all  or,  at  best,  can  turn  out 
in  inadequate  quantities  and  qualities — yet 
without  which  many  of  our  industries  cannot 
operate  and  many  of  our  accustomed  needs 
must  go  unsatisfied.  By  embracing  a  policy  of 
economic  isolation,  we  would  also  deprive  our- 
selves of  a  large  range  of  specialties,  novelties, 
and  other  articles  differing  materially  or  en- 
tirely from  our  own  production  in  quality,  or 
use,  or  pattern,  or  texture,  or  design,  or  price, 
which  we  habitually  purchase  from  other 
countries. 

To  a  great  surplus-producing  nation  like 
ours,  a  policy  of  economic  self-sufficiency 
would  inevitably  mean  a  fundamental  and 
sweeping  readjustment  and  reorganization  of 
the  whole  domestic  agricultural,  industrial, 
commercial,  and  general  economic  structure. 
It  would  involve  restriction  of  output  in  the 
relatively  more  effective  lines  of  production 
and  encouragement  of  those  lines  in  which  do- 
mestic production  can  replace  imports  only  at 
a  much  higher  cost  to  the  consumer,  if  at  all. 
The  result  would  be  an  inexorable  decrease  in 
the  capacity  of  our  people  to  purchase  and 
consume.  Our  Nation  would  decline  in  eco- 
nomic strength  and  efficiency,  and  our  popula- 
tion would  definitely  be  doomed  to  a  lower 
standard  of  living. 

Regimentation  on  an  ever-increasing  scale, 
'with  large  and  growing  unemployment  and  a 
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constant  expansion  of  subsidies  and  doles,  is  a 
inevitable   accompaniment  of  economic  isola 
tion.    In  many  parts  of  the  world,  the  pursui 
of  this  extreme  course  has  had  disastrous  cor 
sequences  in  the  form  of  acute  distress  an<i| 
far-reaching    dissatisfaction.      During    receni 
years  many  countries  have  attempted  to  raov 
noticeably  in  the  direction  of  autarchy  or  sell* 
containment,  and  this  narrow  economic  polic; 
must  bear  a  major  share  of  responsibility  fo 
the  recent  reduction  of  world  trade  from  68  tl 
23  billion  dollars  a  year ;  for  unprecedented  urn 
employment;   for  unstable  governments;   am 
for  the  more  or  less  disrupted  and  chaotic  ecoi 
nomic  and  political  conditions  prevailing  dur 
ing  a  number  of  years  following  1929. 

The  view  that  one  nation  should  not  bu; 
from  another  anything  even  indirectly  or  re 
motely  competitive  suggests  a  game  at  whicl 
all  nations  can  play,  with  disastrous  results  1 
each.  The  operation  during  recent  years  0;1 
every  conceivable  method  of  obstructing  anci 
choking  trade,  such  as  quotas,  tariffs,  ex 
change  restrictions,  clearing  arrangements,  em 
bargoes,  and  numerous  others,  has  furnished  a) 
irrefutable  demonstration  of  this.  As  th 
world's  greatest  producer  and  consumer,  ou] 
paramount  interest  as  a  nation  lies  in  a  re 
moval  of  the  extreme  portions  of  these  trad< 
barriers,  rather  than  in  their  perpetuation  ant 
increase  through  a  policy  of  economic  isolaj 
tion. 

What  the  experience  of  this  Nation  would  b< 
under  a  policy  of  autarchy  can  well  be  indi 
cated  by  our  course  in  recent  years  towarc 
Canada,  and  Canada's  course  in  return  towarc 
us.  In  1929,  when  this  country  had  been  sell- 
ing to  Canada  nearly  $900,000,000  of  our  com- 
modities annually  and  buying  about  $500,000,- 
000  in  return,  some  of  our  isolationists  decidec 
that  we  could  cut  down  very  much,  by  means 
of  virtually  embargo  tariffs,  the  $500,000,000  oil 
imports  from  Canada,  and  at  the  same  timei 


sould  continue  to  sell  Canada  $900,000,000  of 
>ur  commodities,  ruder  their  influence  our 
anils  were  raised  on  every  remotely  competi- 
ng   commodity    which    was    being    imported 

ram  Canada,  upon  the  theory  that  we  would 
iot  permit  a  penny's  worth  of  anything  in  (he 
Msl  degree  competitive  to  trickle  into  this 
ountry. 

But  this  complacent  theory  did  not  long 
land  up.  Thoroughly  aroused  and  bitterly  re- 
entful,  Canada  hastened  to  raise  her  tariffs 
gainst  us.  Within  a  few  months,  a  new  ad- 
linistration  in  Canada  again  raised  its  tariffs 
nd  introduced  a  discriminatory  valuation  sys- 
an  and  other  drastic  measures  designed  to 
mt  out  a  large  portion  of  our  exports. 

This  extreme  policy  of  isolation  and  result- 
\g  retaliation  was  the  most  important  single 
ictor  in  reducing  our  sales  to  Canada  from 
early  $900,000,000  to  something  less  than 
S00,000,000,  and  our  imports  from  Canada 
■om  nearly  $500,000,000  to  about  $200,000,000. 
oth  Canada  and.  we  were  badly  hurt  in  the 
;ocess. 

Destructive  and  economically  suicidal  prac- 
ces  of  this  sort  have  been  carried  on  in  every 
irt  of  the  world  during  recent  years.  Shall 
e  profit  by  experience  ? 

Happily,  our  broad  economic  program,  based 
i  a  practical  middle  course — it  might  well  be 
rmed  "enlightened  nationalism" — is  neither  a 
eory  nor  a  mere  pious  hope.  It  is  a  living 
id  heartening  reality. 

In  less  than  2  years  we  have  concluded  trade 
reements  with  14  nations.  By  providing  for 
3iprocal  concessions  and  by  reasserting  the 
:al  principle  of  equality  of  treatment  under 
b  most-favored-nation  policy,  these  agree- 
mts  are  designed  to  pave  the  way  for  a  larger 
d  mutually  beneficial  interchange  of  goods 
:ween  us  and  other  countries.  As  time  goes 
,  evidence  is  rapidly  accumulating  to  show 
it  they  are  having  precisely  this  effect. 
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This  determined  effort  to  reopen  the  cl 
nels  of  international  trade  and  thus  to  stii 
late  employment  and  general  prosperity  is 
quently  attacked  by  those  who  would  have 
Nation  withdraw  into  an  economic  shell  ail 
cut  all  ties  with  the  outside  world.  The*, 
critics  seize  particularly  upon  the  fact  tht 
recently  there  has  been  an  increase  in  our  ag- 
cultural  imports.  They  make  loud  accusatii 
that  our  farmers  are  being  injured,  because^ 
they  would  have  others  believe — a  stream  \ 
foreign  agricultural  products  is  pouring  in 
the  country.  Some  of  these  critics  undoul- 
edly  act  in  perfectly  good  faith  and  make  thu 
statements  on  the  basis  of  insufficient  knov 
edge  and  understanding  of  the  facts.  Othe; 
actuated  by  less  worthy  motives,  clearly  d 
tort  the  facts  in  an  effort  to  confuse  and  m« 
lead  our  people. 

Let  us  look  at  things  as  they  are.  The  usv 
method  of  attack  is  to  compare  the  trade  f  ■ 
ures  for  1935  with  those  for  1932  and  to  draj 
from  that  comparison  alone,  conclusions  whj: 
appear  to  be  damaging  to  the  idea  that  forei: 
trade  is  beneficial  and  is  necessary  for  the  est?- 
lishment  of  a  satisfactory  prosperity.  But: 
the  year  1932  is  to  be  fairly  compared  with  \i 
year  1935,  other  factors  as  well  must  be  tali 
into  account. 

The  value  of  all  our  agricultural  impo 
was,  in  1935,  $400,000,000  greater  than  it  v 
in  1932,  when  it  reached  the  lowest  point 
a  generation.  More  than  half  of  this  incre 
was  accounted  for  by  the  following  three  f 
tors:  (1)  An  expansion  of  our  foreign  p 
chases  of  such  indispensable  raw  materials 
rubber,  silk,  hides  and  skins,  wool,  et  cete: 
such  increased  purchases  are  clearly  indicat 
of  a  growth  of  industrial  activity  and  empl- 
ment;  (2)  an  expansion  of  our  foreign  p 
chases  of  such  foodstuffs  as  coffee,  tea,  spic 
sugar,  and  tropical  fruits,  which  are  indicat 
of  a  growth  of  consumption  of  these  prodin 
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esulting  from  rising  employment,  wages,  and 
profits;  (3)  a  sharp  rise  in  our  imports  of 
Icoholic  beverages,  resulting—]  am  sure  no 
ne  will  deny— solely  from  the  demise  of  the 
Urhteenth  amendment. 

Loss  than  half  of  the  total  increase  in  our 
agricultural  imports  was  accounted  for  by 
bat  under  normal  conditions  would  have 
een  more  or  less  competitive  commodities.  Al- 
lost  the  whole  of  this  abnormal  and  tempo- 
irv  increase  occurred  in  1934  and  1935,  the 
ears  during  which  our  country  experienced  the 
evastating  effects  of  one  of  the  worst  droughts 
i  its  history.  To  make  up  some  of  the  ravages 
f  this  holocaust,  we  brought  in  from  abroad 
)me  feedstuffs  and  other  agricultural  products 
rgently  needed  in  the  drought  emergency. 
That  did  these  increased  emergency  importa- 
ons  mean  in  terms  of  our  own  production  ? 

The  imports  of  corn  represented,  in   1935, 

bout  2  percent  of  our  average  production ;  of 

heat,  a  little  over  3  percent;  of  beef,  3  per- 

mt  of  average  slaughter;  of  pork,  one-tenth 

:  1  percent  of  average  production ;  of  butter, 

percent.    The  peak  of  the  importation  of  all 

aese  products  was  passed  last  winter,  as  the 

■Fects  of  the  drought  have  gradually  worn  off. 

It  is  these  temporary  and  already  diminish- 

:g  imports,  which  have  an  almost  trivial  sig- 

:ficance  in  relation  to  our  own  enormous  pro- 

•iction,  that  are  recklessly  described  as  a  vast 

:  pouring     stream     of     foreign     agricultural 

1'oducts ! 

Nor  is  this  the  whole  story.  In  1932,  corn 
Us  selling  for  about  10  cents  a  bushel ;  in  1935, 
irmers  received  an  average  of  58  cents  a 
label.  Wheat  has  risen  from  30  cents  to  a 
(liar  a  bushel;  hogs,  from  $3  to  $10  a  hun- 
ted; butter,  from  14  to  30  cents  a  pound, 
(.sh  farm  income  has  gone  up  from  4%  billion 
lilars  in  1932  to  almost  7  billions  in  1935. 
Three  weeks  ago,  in  an  address  which  he 
llivered  at  the  University  of  Nebraska,  the 
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Secretary  of  Agriculture  marshaled  these  ai^ 
other    facts    bearing    upon    our    agricultur: 
situation    in    its    relation    to    foreign    trac, 
These  facts  should  be  made  known  througho; 
the  breadth  and  length  of  our  country  to  co^ 
found  those  who  attempt,  so  vociferously  ail 
so   persistently,   to   mislead   and   confuse  ti 
farmers  and  everyone  else.     They  should  i 
blazoned  forth  from  every  housetop — togeth* 
with  Secretary  Wallace's  epitome  of  the  whcjj 
situation  when  he  said:  "Back  in  1932,  I  I 
lieve,  farmers  would  gladly  have  let  in  a  fc 
imports,  if  at  the  same  time  they  could  ha 
increased  their  cash  income  by  60  percent." 

Apart  from  the  extraordinary  and  whol 
exceptional  increases  of  imports  brought  in 
repair  the  ravages  of  the  drought,  the  ge 
eral  growth  of  our  imports  is  being  match 
by  a  corresponding  rise  of  our  exports  of  bo 
agricultural  and  industrial  products, 
which  our  trade-agreements  program  is  ope 
ing  the  way.  Far  from  exercising  a  depress* 
influence  upon  our  general  economic  situaticj 
as  the  proponents  of  isolation  have  so  oft 
predicted,  this  increase  in  foreign  trade  go 
hand  in  hand  with  the  general  economic  il 
provement  in  our  country,  unmistakable  sig 
of  which  are  only  too  clear  on  every  side, 

I  have  dealt  at  some  length  with  the  relati 
of  our  foreign-trade  program  to  the  agric! 
tural  situation  in  our  country  not  only  becaij 
of  the  crucial  importance  of  that  particuji 
phase  of  the  problem,  but  also  because  I  n 
self  have  long  been  intensely  interested  in  t 
special  plight  of  our  farming  communii 
For  22  years  I  represented  in  Congress 
agricultural  district  of  my  native  State.  Di 
ing  that  long  period,  constant  and  intinu 
contact  with  my  constituents  taught  me  to  a 
preciate  one  cardinal  fact:  namely,  that  t 
factors  which  determine  the  prosperity  of  o 
farmers  transcend  the  limits  of  any  locali 
and   even   of   our   whole    country.     They 


11 

'©rid-wide  in  scope  and  operation;  and  among 
iem,  none  is  more  important  than  an  active 
ml  flourishing  exchange  of  surpluses  among 
10  nations  of  the  world  through  the  mecha- 
isin  o(  an  effectively  functioning  international 
mde.  Whatever  else  needs  to  be  done  to  re- 
jtablish  full  and  durable  prosperity  of  our 
nintry  as  a  whole  and  of  its  agricultural 
immunity  in  particular,  a  restoration  and  ex- 
ansion  of  foreign  trade  constitutes  an  indis- 
ensable  element  in  the  process  of  economic 
'habilitation. 

It  is  my  firm  conviction  that  just  as  disrup- 
on  of  international  trade  played  an  important 
)le  in  bringing  on  the  depression  from  which 
e  are  emerging,  so  the  more  hopeful  outlook 
>r  a  restoration  of  international  trade  is  now 
powerful  factor  in  the  process  of  recovery, 
he  world  was  never  more  ready  than  it  is 
>day  for  an  unprecedented  expansion  of  all 
-pes  of  production  and  trade,  for  which  only 
1  unshackling  of  international  commerce  from 
s  present-day  paralyzing  restrictions  can  pro- 
de  an  adequate  stimulus. 
Our  foreign-trade  program  is  a  reality  not 
lly  because  we  in  this  country  are  earnestly 
igaged  upon  it,  but  also  because  the  principles 
hich  underlie  it  increasingly  command  ad- 
^cacy  and  adhesion  in  other  countries.  Were 
e  to  turn  back  and  to  shape  our  course  once 
ore  in  the  direction  of  isolation,  we  would  be 
ashing  the  world  onto  the  road  that  inevitably 
ads  to  economic  distress  and,  through  it,  to 
Dlitical  and  governmental  chaos  and  military 
iventure. 

Let  us  not  deceive  ourselves.  We  must 
vaken  to  the  fact  that  the  world  is  at  a  part- 
g  of  the  ways.  In  one  direction  lies  the  road 
fair  and  practical  cooperation  among  the 
itions  in  the  field  of  their  commercial  rela- 
)ns,  the  road  of  expanding  international 
ade.  It  leads  to  increased  employment,  ris- 
!.g  standards  of  living,  internal  political  and 
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economic  stability,  and  durable  world  peae 
In  the  other  direction  lies  the  road  of  economi 
warfare  inherent  in  the  policy  of  national  sell 
containment,  the  road  of  contracting  and  var 
ishing  trade.  It  leads  to  a  progressive  ecc 
nomic  impoverishment  everywhere,  interns 
political  instability,  and  constant  fear  of  arme 
military  conflict  among  nations.  Which  wj 
shall  we  go  ? 
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FOREWORD 

This  survey  incorporates  the  results  of  a  special  study  which 
Dr.  H.  S.  Patton,  a  Midwest  economist  and  agricultural  expert  of 
high  repute,  undertook  during  the  summer  of  1936  under  the  auspices 
of  the  Department  of  State.  Dr.  Patton's  findings  concerning  the 
extent  and  nature  of  the  dependence  of  the  Middle  West  upon  foreign 
trade  and  the  benefits,  actual  and  potential,  of  the  trade-agreements 
program  to  that  region,  should  be  of  vital  interest  not  only  to  the 
Middle  West  itself,  but  to  other  parts  of  the  country  as  well. 
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THE  MIDWEST 

AND  THE 

TRADE-AGREEMENTS  PROGRAM 


I.  THE  "MIDWEST"  OR  NORTH  CENTRAL 
ECONOMIC  REGION 

What  is  popularly  referred  to  as  "the  Midwest"  constitutes  in 
many  respects  the  heart  and  center  of  continental  United  States. 
Not  only  does  it  include  the  geographic  center  of  the  Nation  (in  the 
neighborhood  of  Wichita,  Kans.)  and  the  center  of  population  (in  the 
Wabash  Valley  of  Indiana),  but  it  is  also  the  region  in  which  is  to  be 
found  the  closest  balance  between  agriculture  and  urban  industry. 
On  the  one  hand  it  embraces  the  greater  part  of  the  superior  agri- 
cultural land  of  the  country;  and  on  the  other  it  contains,  in  Chicago, 
Detroit,  Cleveland,  and  St.  Louis,  four  of  the  seven  largest  cities  in 
the  Nation.  Continent  ally  regarded,  it  occupies  an  intermediate  and 
transitional  position  between  the  range,  irrigation,  and  mining 
country  of  the  far  West  and  the  highly  industrialized  Middle  Atlantic 
region;  and  between  the  subtropical  agriculture  and  oil  fields  of  the 
South  Central  States  and  the  grain,  cattle,  and  Laurentian  timber 
regions  of  Canada.  The  Midwest  may  be  regarded,  indeed,  as  the 
economic  balance  wheel  and  the  heart  of  the  Nation's  circulatory 
system. 

It  will  be  convenient  in  this  study  to  use  the  regional  designations 
employed  by  the  Bureau  of  the  Census  for  statistical  purposes.  Here 
the  East  North  Central  division  includes  the  five  Great  Lakes  States: 
Ohio,  Indiana,  Illinois,  Michigan,  and  Wisconsin.  The  West  North 
Central  division  embraces  the  seven  trans-Mississippian  States  of 
Minnesota,  Iowa,  Missouri  (in  the  first  tier),  and  North  and  South 
Dakota,  Nebraska,  and  Kansas  (in  the  second  tier).  These  dozen 
States,  comprising  the  North  Central  region,  contain  one-quarter  of 
the  land  area  of  the  continental  United  States  and  not  far  short  of 
one-third  of  the  population.  The  West  North  Central  group  of 
States  have  an  area  more  than  double,  but  a  population  only  about 
half,  that  of  the  East  North  Central  group.  The  degree  of  urbani- 
zation gradually  diminishes  as  one  moves  to  the  west  and  north,  the 
density  of  population  ranging  from  163  per  square  mile  in  Ohio  to 
between  9  and  10  in  the  Dakotas.  (See  table  I.)  Iowa  comes  closest 
to  the  average  density  of  population  for  the  United  States  as  a  whole 
(41.3),  while  Indiana  most  nearly  approximates  the  national  ratio  of 
urban  to  rural  population  (56.2  to  43.8,  as  of  1930  census). 
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TABLE  I 

Population  of  the  North  Central  States 
[1930  census] 

EAST    NORTH    CENTRAL    STATES 


State 


Illinois 

Ohio 

Michigan. 
Indiana  __. 
Wisconsin. 


Total. 


Population       Density  (per 
(in  thousands)    square  mile) 


7,659 

6,668 
4,871 
3,246 
2,962 


25,  390 


136.2 

163.  1 

84.  2 

89.8 

53.  2 


103.0 


Percent 
(urban) 


73.9 
67.8 
68.2 
55.  5 


52.9 


WEST    NORTH    CENTRAL    STATES 


3,635 

2,568 
2,473 
1,884 
1,380 
694 
682 

52.8 
31.  7 
44.5 
23.0 
17.  9 
9.0 
9.7 

51.  2 

Minnesota 

49.0 

39.6 

38.8 

35.3 

South  Dakota 

18.  9 

North  Dakota 

16.  6 

Total                              -         --   - 

13,  316 

26.0 

41.8 

Total,  North  Central  Region  a 

38,  706 

Total  United  States              __     

123,  191 

41.3 

56.2 

«  Ratio  population,  North  Central  region  to  continental  United  States,  31.4  percent. 

Agricultural  Significance  of  the  North  Central  Region 

Within  the  North  Central  region  lies  the  most  extensive  area  of 
high  grade,  easily  worked  agricultural  land  to  be  found  in  the  world. 
More  than  half  of  the  cultivated  farm  land  of  the  United  States  is 
included  in  these  12  States.  More  significant  than  the  mere  average 
ratio  is  the  finding  of  the  Natural  Resources  Board  in  1934  that  86.3 
percent  of  the  Nation's  "grade  one"  agricultural  land  (described  as 
"excellent  for  the  staple  crops  climatically  adapted  to  the  region  in 
which  it  lies")  is  located  in  the  North  Central  region. 

The  outstanding  agricultural  characteristic  of  the  Midwest  is  the 
predominance  of  the  livestock  industry,  based  on  corn  as  the  major 
feed  crop.  On  the  average,  three-quarters  of  the  Nation's  corn  crop, 
or  about  one-half  of  the  world's  total  production,  is  grown  in  the  Corn 
Belt  of  the  North  Central  States.1  The  corn  acreage  of  several 
individual  counties  in  Iowa  each  normally  exceeds  that  of  the  entire 
Dominion  of  Canada.     In  this  region  is  concentrated  also  the  bulk 

1  The  Corn  Belt  includes  Ohio,  Indiana,  Illinois,  Iowa,  Missouri,  eastern 
Kansas,  Nebraska,  South  Dakota,  and  the  southern  sections  of  Minnesota, 
Wisconsin,  and  Michigan. 


of  the  Nation's  production  of  feed  crops  other  than  corn.  Based  on 
1927-31  averages,  the  North  Centra]  States  as  a  group  accounted  for 
84  percent  of  the  total  United  States  production  of  rye,  83  percent 
of  its  oats,  76  percent  of  its  barley,  55  percenl  of  its  soy  beans,  and 
48  percent  of  its  tame  hay  (table  II,  part  A).  Upon  (his  abundant 
and  varied  feed  basis  the  farms  of  the  North  Centra]  region  in  L933 
supported  71  percent  of  the  hogs,  48  percent  of  the  cattl^  (including 
dahy  stock),  and  nearly  50  percent  of  the  chickens  on  all  American 
farms.     (See  table  II,  part  B.) 

TABLE  II 

Place  of  the  North  Central  Region  in  Agricultural  Production 

a.  grain  and  fodder  crops 


Production  in  millions  of  bushels 
(average  1927-31) 

Ratio  of 
North 
Central 
region  to 
United 
States 
(percent) 

Crop 

United  States 

North 
Central 

States 

Leading  States  in  order  of  importance 

Corn 

2,516 

886 

1,187 
270 
41 
72  (million  tons) 

1,852 

544.5 

982.3 
205.4 
34.5 
34.5 

74 

60 

83 
76 
84 
48 

Iowa,    111.,  Nebr.,  Mo.,  Ind.,  Kans., 

Minn.,  Ohio. 
Kans.,  N.  Dak.,  Nebr.,  Okla.,  Mont., 

Wash. 
Iowa,  111.,  Minn.,  Wis.,  Nebr. 
Minn.,  N.  Dak.,  S.  Dak.,  Wis. 
N.  Dak.,  Minn.,  Nebr.,  S.  Dak. 
N.  Y.,  Wis.,  Iowa,  Calif.,  Minn.,  Mich. 

Wheat.... 

Oats 

Barley _. 

Rye 

Tame  hay. 

B.    FARM    ANIMALS 


Item 

Unit 

United 
States 
1933 

North 

Central 

States 

1933 

Ratio  of 
North 
Central 
region  to 
United 
States 
(percent) 

Leading  States 

Hogs  on  farms 

thousand  head., 
million  pounds- 
thousand  head., 
million  pounds.. 

thousand  head.. 
do 

61,  598 
13, 165 
65,  704 
14, 840 

24,  489 
461,  930 

43,  700 
11,691 
31,  480 
9,110 

12,  771 
228,  975 

71 
90 
48 
61.5 

52 
49 

Iowa,    111.,    Nebr.,    Mo., 
Ind.,  Minn. 

Tex.,  Iowa,  Kans.,  Minn., 

Nebr.,  Wis. 
Iowa,  Nebr.,  Kans.,  Tex., 

Mo.,  111. 

Wis.,  Minn.,  Iowa,  N.  Y., 

Tex.,  Til.,  Mo. 
Iowa,  Mo.,  Tex.,  111.,  Ohio 

Hogs,  shipments  and  local 
slaughter. 

Cattle  on  farms  (includ- 
ing dairy  cows). 

Cattle  and  calves,  ship- 
ments and  local  slaugh- 
ter. 

Milk  cows  on  farms 

Chickens  on  farms 

To  a  significant  extent  much  of  the  livestock  on  Corn  Belt  feed 
lots  originates  in  trans-Missouri  States,  and  in  the  case  of  cattle, 
even  beyond  the  Canadian  border.  The  great  stockyards  at  Chi- 
cago in  the  center,  at  Kansas  City,  Omaha,  and  Sioux  City  on  the 
Missouri  River,  and  at  South  St.  Paul  on  the  upper  Mississippi 
are  not  merely  receiving  points  for  livestock  destined  for  immediate 
slaughter,  but  also  distributing  centers  for  thin  cattle,  calves,  sheep, 
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and  lambs  shipped  in  from  western  range  country  for  feeding  and 
finishing  on  Corn  Belt  farms.  Of  the  total  inspected  shipments  of 
feeder  cattle  from  all  public  stockyards  during  the  years  1928-32, 
no  less  than  77  percent,  representing  an  annual  average  of  2.2  mil- 
lion head,  were  destined  for  farms  in  Corn  Belt  States.  The  area 
of  most  intensive  feeding  lies  in  Iowa,  Illinois,  Indiana,  eastern 
Kansas  and  Nebraska,  and  northern  Missouri. 

The  abundance  and  variety  of  feed  grains  and  pastures  are  highly 
favorable  to  the  dairying  as  well  as  the  meat-animal  industry,  the 
former  being  relatively  more  conspicuous  in  the  cooler  and  more 
humid  belt  of  the  upper  Lakes  States — Minnesota,  Wisconsin,  and 
Michigan.  Of  the  total  milk  production  on  American  farms  in 
1933,  approximately  55  percent  was  produced  in  the  North  Central 
region,  and  not  far  short  of  a  quarter  in  the  three  Lakes  States 
alone.  In  fact  in  every  one  of  the  12  North  Central  States,  milk 
production  was  in  excess  of  2  billion  pounds  in  1933,  the  average 
per  State  for  the  region  being  over  4.5  billion  pounds. 

Midwest  agriculture  thus  constitutes  a  form  of  genetic  manufac- 
ture in  which  the  typical  farm  is  a  green  factory  converting  vege- 
table into  animal  products.  While  the  feed  grain-livestock  com- 
bination is  the  dominant  characteristic  of  the  Corn  Belt  and  northern 
dairy  zone,  the  region  also  includes  several  important  areas  spe- 
cializing in  crops  for  direct  human  consumption.  Thus  Kansas  and 
North  Dakota  normally  lead  all  other  States  in  the  production  of 
wheat— the  western  half  of  the  former  specializing  in  hard  red  winter 
wheat  and  the  latter  in  durum  and  other  hard  spring  wheats.  In 
Minnesota,  Wisconsin,  and  Michigan  much  of  the  lighter  soils  find 
economic  utilization  as  potato  land,  these  three  upper  Lakes  States 
normally  accounting  for  approximately  a  quarter  of  the  national 
potato  production.  Among  the  surplus  late-potato  States  they 
occupy  a  geographically  intermediate  position  between  Idaho  and 
Maine. 

The  meteorologically  favored  eastern  shore  of  Lake  Michigan  is 
one  of  the  Nation's  major  producing  areas  for  fruits  other  than  citrus 
varieties,  the  outstanding  specialty  being  cherries,  in  the  production 
of  which  Michigan  outranks  all  other  States.  Apple  growing  if 
fairly  widely  distributed  throughout  the  North  Central  region,  bein£ 
mostly  concentrated  in  western  Ohio,  southwestern  Michigan,  the 
Illinois  River  Valley,  and  the  Ozark  district  of  Missouri.  Several  o: 
the  East  Central  States  occupy  an  outstanding  position  in  the  pro 
duction  of  certain  vegetable  crops  for  canning.  Thus  Michigan  nor 
mally  produces  about  90  percent  of  the  white  pea  beans  preferred  in 
the  canning  trade.  Wisconsin  leads  all  other  States  in  the  production 
of  green  peas  for  canning,  supplying  nearly  half  of  the  total  pack  in 
the  country,  while  Indiana  is  the  ranking  State  in  the  production  of 
tomatoes  for  manufacture. 


Place  of  the  Midwest  in  Food  Mwi  i  -  n  an 

To  a  significant  degree  fche  manufacturing  industries  of  the  North 
Central  States  rest  upon  their  agricultural  resources  and  farm  pro- 
duction. Chicago,  the  economic  capital  of  the  region,  is  the  world's 
greatest  food  manufacturing  and  distributing  center.  To  the  south- 
west, St.  Louis  and  Kansas  City,  and  to  the  southeast,  Indianapolis, 
differ  only  in  degree  as  centers  of  agricultural  commerce  and  food 
manufacture  in  their  respective  subregions. 

Based  on  the  1929  Census  of  Manufactures,  the  North  Central 
States  accounted  for  70  percent  of  the  value  of  products  of  the  whole- 
sale  meat-packing  industry  in  the  United  States.  Of  the  eight  leading 
States,  all  but  one  (New  York,  occupying  third  place)  were  located 
in  the  North  Central  region.2  In  the  manufacture  of  creamery  butter 
this  region  supplied  77.6  percent  of  the  Nation's  output,  with  Minne- 
sota, Iowa,  and  Wisconsin  occupying  the  first  three  places  among  all 
States.  In  the  manufacture  of  cheese  of  all  types  the  North  Central 
group  contributed  70  percent,  Wisconsin  alone  furnishing  almost 
three-fifths  of  the  national  output.  In  the  third  major  branch  of 
dairy  manufactures,  condensed  and  evaporated  milk,  the  region  was 
responsible  for  almost  60  percent,  with  Wisconsin  again  the  national 
leader,  although  here  New  York  and  California  were  more  important 
than  other  North  Central  States.     (See  table  III.) 


TABLE  III 

Place  of  the  North  Central  Region  in  Food  Manufacturing  Industries 

[Based  on  Census  of  Manufactures,  1929] 


Value  of  products  (in 
millions  of  dollars) 

Ratio  of 
North 
Central 
region  to 
United 
States 

Industry 

United 

States 

North 
Central 

States 

Leading  States 

A.  Animal  products 
Meat  packing,  wholesale 

Creamery  butter .     .. 

3, 435 

746 

110 
209 

1,060 

175 
166 
750 

2,347 

580 

77 
124 

574 

139 
154 
177 

70 

77.5 

70 
59 

56.6 

80 
90 
23 

111.,  Kans.,  N.  Y.,«  Iowa,  Nebr., 
Minn.,  Mo. 

Cheese  (all  types) .. 

Ohio,  Mo. 

Condensed  and  evaporated  milk. 

B.  Vegetable  products 
Flour  and  grain-mill  products. .  _ 

Cereal  preparations. 

Wis.,  N.  Y.,«  Calif.,8  111.,  Mich., 
Ohio 

Minn.,    Kans.,    N.    Y.,°    Mo., 

Tex.,«  Wash.,"  111. 
Mich.,  Iowa,  N.  Y.,°  111. 

Corn  products  ._ 

Canning  and  preserving  fruits 
and  vegetables. 

Calif.,"  N.  Y.,»  N.  J.,»  Tenn.,a 
111.,  Wis.,  Ind. 

States  outside  North  Central 


2  These,  in  order  of  importance,  were  as  follows:  Illinois,  Kansas,  New  York, 
Iowa,  Nebraska,  Minnesota,  Missouri,  and  Ohio. 
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Turning  to  manufactures  of  foods  of  vegetable  instead  of  animal 
origin,  the  North  Central  States  in  1929  contributed  the  following 
proportions  of  the  gross  value  of  the  groups  noted: 

Flour  and  other  grain-mill  products 56.  6  percent 

Cereal  preparations 79.2       " 

Corn  products . 90.  0 

Canning  and  preserving  (fruits  and  vegetables) 23.  0       " 

In  flour  milling,  Minnesota  and  Kansas,  followed  by  New  York  and 
Missouri,  are  the  leading  States.  In  other  cereal  preparations  (break- 
fast foods  and  prepared  flours),  Illinois  and  Michigan  vie  with  New 
York.  In  the  production  of  corn  syrup,  sugar,  oil,  and  starch,  Illinois 
far  exceeds  all  other  States  combined,  Peoria  being  the  center  of  this 
industry.  In  the  canning  and  preserving  of  fruits  and  vegetables,  the 
North  Central  States  are  individually  less  important  than  California 
and  such  northeastern  States  as  New  York,  New  Jersey,  and  Pennsyl- 
vania, but  as  a  group  they  account  for  nearly  a  quarter  of  all  such 
manufactures,  Illinois,  Indiana,  Ohio,  and  Michigan  being  the  chief 
producers  within  the  region. 

Industrial  Significance  of  the  Midwest  Region 

Manufacturing  in  the  Midwest,  particularly  in  the  East  North  Cen- 
tral States,  has  developed  far  beyond  the  processing  of  the  animal  and 
vegetable  products  originating  on  its  farms  and  has  attained  a  notable 
degree  of  diversification.  The  Census  of  Manufactures  in  1929 
showed  all  of  the  five  East  North  Central  States  to  be  among  the  10 
States  of  the  Union  with  manufactures  exceeding  2  billion  dollars  in 
gross  value  in  that  year.    The  ranking  was  as  follows:  3 


State 

Gross  value  of 

manufactured 

products  (in 

millions  of 

dollars) 

State 

Gross  value  of 

manufactured 

products  (in 

millions  of 

dollars) 

1.  New  York_ 

9,978 
7,444 
6,282 
6,028 
4,657 

6.  New  Jersey 

7.  Massachusetts 

8.  California      _   _ 

3,937 

2.  Pennsylvania 

3.  Illinois  a 

3,392 
3,  103 

4.  Ohio  ° 

9.  Indiana  a 

2,540 

5.   Michigan" 

10.   Wisconsin  a 

2,  156 

East  North  Central  State. 


In  1929,  for  the  first  time,  the  value  of  manufactures  in  the  East 
North  Central  division  exceeded  that  of  the  Middle  Atlantic  division 
(New  York,  Pennsylvania,  and  New  Jersey),  the  comparable  figures 
in  1919  and  1929  being  as  follows: 


Middle  Atlantic  division 

East  North  Central  division 


1919 


Million  dollars 
19,  855 
17,  737 


1929 


Million  dollars 
21,360 
21,  663 


3  Although  the  total  value  of  manufactures  in  the  1933  census  was  only  44 
percent  of  that  in  1929,  the  ranking  of  these  10  States  remained  the  same. 
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The  value  of  manufactures  in  the  West  North  Centra]  division  m 
about  one-quarter  of  that  of  the  Bast  North  Central,  the  L2  Si 
together  accounting  in  1929  for  38.6  percent  of  the  value  of  all  manu- 
factures in  the  United  States. 

Manufacturing  in  the  Midwest  has  been  notubly  characterized  by 
the  development  of  mass-production  techniques  and  by  the  inclusion 
of  a  very  high  percentage  of  the  output  of  some  of  the  newer  and 
more  dynamic  industries,  such  as  the  automotive,  aircraft,  machine- 
tool,  calculating  machines,  radio,  and  electrical  household  equipment. 

The  importance  of  the  North  Central  States  in  various  blanches 
of  manufacturing  apart  from  foods  is  indicated  in  table  IV,  based  on 
the  1929  Census  of  Manufactures  *  In  the  basic  iron  and  steel  indus- 
try the  North  Central  States  are  less  favored  in  respect  to  local  fuel 
resources  than  are  Pennsylvania  and  other  Appalachian  States.  In 
the  Mesabi  Range  of  Minnesota,  however,  the  North  Central  region 
possesses  probably  the  world's  most  extensive,  easily  worked  deposit 
of  high-grade  iron  ore,  which  the  Great  Lakes  waterway  makes 
economically  accessible  to  the  steel  mills  at  the  foot  of  Lake  Michigan, 
on  the  Detroit  River,  and  in  Lake  Erie  cities.  In  1929  not  far  short 
of  one-half  of  the  output  of  steel  works  and  rolling  mills  in  the  entire 
country  came  from  the  190  plants  in  the  North  Central  States,  with 
Ohio,  Indiana,  and  Illinois  coming  next  to  the  national  leader  and 
pioneer,  Pennsylvania. 

TABLE  IV 


Place   of  the   North  Central  Region  in   Nonfood   Manufacturing 

Industries 

[Based  on  Census  of  Manufactures,  1929] 


Industry 

Value  of  products  (in 
millions  of  dollars) 

Ratio  of 

North 
Central 
region  to 
United 
States 

Leading  States 

United 

States 

North  Cen- 
tral States 

Steel  works  and  rolling  mills 

3,366 
156 

388 
2,300 

278 

197 
3,723 

1,538 
770 

948 

(1, 550) 
93 

226 
(1,030) 

238 

(155) 
(2,  763) 

1,240 
590 
449 

46 
59 

58 
45 

80 

78 
71 

80 
76 

48 

Pa.,°  Ohio,  Ind.,  111. 

Forgings,  iron  and  steel  (separate 
concerns) . 

Machine  tools  and  accessories 

Electrical  machinery,   apparatus, 

and  supplies. 
Agricultural  machinery  and  imple- 
ments. 

Tractors  and  traction  engines 

Motor  vehicles  and  trailers 

Motor  vehicle  bodies  and  parts 

Rubber  tires  and  tubes    . 

Ohio,  111.,  Pa.,<*  N.  Y.,«  Mich. 

Ohio,  Mich.,  111.,  Conn.,a  Mass.0 
111.,  Pa.,«N.  J.,«N.  Y.,°  Ohio 

111.,  Wis.,  Ind.,  N.  Y.,«  Ohio 

111.,  Wis.,  Ohio 

Mich.,  Ohio,  Mo.,  N.  Y.,*  Wis., 

Ind. 
Mich.,  Ohio,  N.  Y.,°  Wis.,  Ind. 
Ohio,  Calif." 

Furniture 

N.  Y.,  «I11.,  Mich.,  Ind.,  Ohio 

States  outside  North  Central  region. 


4  In  a  number  of  specialized  branches  of  manufacture,  the  ratio  of  production 
in  the  North  Central  region  to  that  of  the  United  States  cannot  be  definitely 
shown  because  of  the  grouping  of  States  by  the  Bureau  of  the  Census  to  avoid 
disclosure  of  identity  of  individual  establishments. 
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The  relative  as  well  as  the  absolute  increase  of  steel  production  in 
the  Middle  West  during  the  present  century  is  closely  associated 
with  the  expanding  demand  within  the  region  for  the  use  of  steel  in 
construction  and  in  the  manufacture  of  machinery,  machine  tools, 
electrical  equipment,  automobiles,  aircraft  and  railroad  equipment, 
and  lighter  office  and  household  equipment  specialties.  The  com- 
mercial production  of  iron  and  steel  j or gings  is  the  connecting  industry 
between  iron  and  steel  works  and  machinery  and  machine-tool 
manufacturing  establishments.  Although  the  custom  or  special- 
order  nature  of  the  forgings  industry  tends  to  make  it  widely  dis- 
tributed geographically,  about  three-fifths  of  the  national  output  of 
plants  specializing  in  such  production  is  concentrated  in  the  East 
North  Central  States,  with  Ohio  and  Illinois  in  1929  each  exceeding 
the  combined  value  output  of  Pennsylvania  and  New  York.  Cleve- 
land, Cincinnati,  and  the  Chicago-Milwaukee  area  are  the  leading 
centers  in  this  trade. 

The  machine-tool  industry,  which  is  the  technological  foundation  of 
interchangeable  parts  and  mass  production,  is  one  in  which  the 
United  States  has  tended  to  lead  the  world.  Although  New  England 
was  the  cradle  of  the  American  machine-tool  industry,  and  although 
Providence,  Hartford,  and  Worcester  are  still  among  the  important 
centers,  it  is  in  the  Midwest  that  the  greatest  expansion  and  special- 
ized development  has  occurred.  Nearly  a  quarter  of  all  machine- 
tool  plants  in  the  country  are  located  in  Ohio,  the  most  remarkable 
concentration  in  any  city  in  the  world  being  found  in  the  Cincinnati 
district  with  its  26  establishments.  The  other  leading  machine-tool 
building  centers  in  the  Midwest  are  at  Cleveland  (19  plants),  Detroit, 
Chicago,  and  Rockford,  111.,  with  St.  Louis  marking  the  western 
fringe  of  the  industry. 

Electricity  is  the  companion  of  the  machine  tool  in  modern  indus- 
try. Although  the  manufacture  of  electrical  machinery  and  apparatus 
first  developed  in  this  country  in  New  York  City,  Schenectady,  and 
Lynn  (Mass.),  Illinois  now  exceeds  all  other  States  in  the  output  of 
equipment  used  in  the  generation,  storage,  transmission,  and  utiliza- 
tion of  electrical  energy,  the  North  Central  States  in  1929  accounting 
for  about  45  percent  of  the  total  value  output  of  this  basic  industry. 

In  the  manufacture  of  specialized  agricultural  and  industrial 
machinery,  the  Midwest  has  come  to  occupy  an  outstanding  position 
in  the  Nation.  It  is  natural  that  a  region  whose  topography,  soil, 
and  prevailing  system  of  land  tenure  are  so  conspicuously  adapted 
to  large-scale  mechanized  agriculture  should  occupy  a  position  of 
leadership  in  the  development  and  large-scale  production  of  farm 
machinery  and  equipment.  In  1929  the  North  Central  States  account- 
ed for  no  less  than  80  percent  of  the  total  value  of  agricultural  imple- 
ments produced  in  the  country,  with  Illinois  alone  supplying  more 
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than  half  of  the  national  output.  Outside  of  Chicago  the  principal 
Midwest  centers  of  this  industry  include  the  Moline-Rock  Island- 

Davenport  area,  Peoria  (111.),  Racine  (Wis.),  and  Evansville  (Ind.). 
The  related  manufacture  of  cream  separators  and  milking  machines 
shows  a  regional  concentration  even  more  marked  than  the  position 
of  the  North  Central  States  in  the  field  of  dairy  manufactures. 

Throughout  the  Midwest,  particularly  in  Ohio  and  Illinois,  there 
is  to  be  found  a  remarkable  diversity  in  the  manufacture  of  special- 
ized industrial  machinery.  Among  the  classes  in  which  production  is 
highly  concentrated  in  this  region  may  be  mentioned  power  cranes, 
pneumatic  and  excavating  machinery,  and  pumping  equipment  (in 
which  Ohio  is  outstanding),  road-building  machinery  (with  Illinois 
and  Indiana  in  the  lead),  cement  and  concrete  machinery  (in  which 
Wisconsin  is  especially  prominent),  flour-milling  machinery  (where 
Minnesota  is  conspicuous),  and  laundry  machinery  (with  Ohio  and 
Illinois  to  the  front). 

It  is  perhaps  in  the  production  of  inland  transportation  equipment 
that  there  is  to  be  found  the  most  distinctive  and  most  important 
field  of  manufacturing,  apart  from  foods,  in  the  Midwest  region.  The 
development  of  adequate  transportation  facilities  was  the  indispen- 
sable condition  of  large-scale  production  and  access  to  markets  for  this 
great  inland  empire,  and  much  of  the  inventive  genius  and  economic 
activity  of  the  Midwest  have  been  applied  to  the  design  and  output 
of  transportation  equipment  adapted  to  the  abridgement  of  its  vast 
distances  and  the  reduction  of  marketing  and  travel  costs.  In  the 
now  relatively  unimportant  branch  of  "carriages,  wagons,  and  sleighs" 
Illinois  and  Indiana  are  still  the  two  leading  producing  States,  and  in 
the  building  and  repair  of  steam  and  electric  railroad  cars,  the  North 
Central  States  accounted  for  between  55  and  60  percent  of  the  total 
value  of  the  industry  in  1929,  with  Illinois  leading  and  Indiana  and 
Missouri  following  Pennsylvania. 

It  is  in  the  field  of  automotive  transportation,  however,  that  this 
inland  region  has  made  its  most  distinctive  contribution.  The  pioneers 
in  the  automobile  industry  were  mostly  former  manufacturers  of  car- 
riages or  bicycles  in  Michigan,  Indiana,  and  Ohio,  who  perceived  the 
possibilities  of  adapting  the  internal-combustion  engine  to  land  ve- 
hicles. In  no  major  industry  in  the  United  States  is  production  so 
highly  concentrated  geographically  as  in  the  manufacture  of  motor 
cars.  In  1929  the  total  value  of  manufactures  in  the  form  of  motor 
vehicles  (other  than  motorcycles),  bodies,  and  accessories,  amounted 
to  5,621  million  dollars,  of  which  approximately  75  percent  was  pro- 
duced in  the  five  East  North  Central  States  and  Missouri,  with 
Michigan  alone  accounting  for  40  percent.  Even  more  locally  con- 
centrated is  the  manufacture  of  rubber  tires  and  tubes,  in  which  the 
plants  of  Akron  and  Warren,  Ohio,  produced  two-thirds  of  the  entire 
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value  output  of  the  industry  in  1929.  In  the  production  of  tractors 
and  traction  engines  the  North  Central  region,  centering  about  Illinois 
and  Wisconsin,  contributed  78  percent  of  the  national  output  in  the 
same  year.  In  the  still  newer  field  of  aircraft  construction,  production 
is  more  widely  distributed,  but  here  Detroit  and  Kansas  City  (Kans.) 
in  the  Midwest  vie  with  Buffalo  and  New  York  in  the  East  and  Los 
Angeles  and  Seattle  on  the  Pacific. 

Another  industrial  field  in  which  the  Midwest  has  achieved  a  dis- 
tinctive position  is  in  the  design  and  output  of  business  machines. 
Here  the  same  ingenuity  and  precision  which  characterizes  the  ma- 
chine-tool industry  have  found  conspicuous  expression.  In  the  pro- 
duction of  cash  registers  and  adding,  calculating,  and  card-tabulating 
machines,  more  than  half  of  all  the  establishments,  and  a  considerably 
higher  proportion  of  the  total  value  output,  are  to  be  found  in  the 
East  North  Central  States  and  Missouri.  Scales  and  balances  are 
other  instruments  of  precision  in  the  production  of  which  the  Ohio 
cities  of  Toledo,  Dayton,  and  Columbus  are  internationally  prom- 
inent, although  Illinois  has  a  greater  number  of  such  plants  than  any 
State  in  the  Union. 

The  final  group  of  manufactures  that  may  be  noted  in  which  the 
Midwest  occupies  an  outstanding  position  consists  of  furniture  and 
household  equipment.  Although  New  York  is  the  ranking  State  in 
the  manufacture  of  furniture  and  fixtures  of  all  classes,  the  North 
Central  States  produce  about  half  of  the  output  of  that  widespread 
industry,  with  Illinois,  Michigan,  Indiana,  and  Ohio  coming  next  to 
New  York.  In  the  newer  and  expanding  lines  of  mechanical  refrig- 
erators, electric  washing  machines,  oil  burners,  and  radio  sets  and  tubes 
these  same  States  have  shown  either  leadership  or  alert  adaptability. 

It  is  thus  apparent  that  while  the  manufacture  of  foods  and  farm 
machinery  are  directly  related  to  the  agricultural  predominance  of 
the  Middle  West,  the  engineering  industries,  based  on  steel,  elec- 
tricity, and  the  internal-combustion  engine,  have  attained  here  a 
scarcely  less  conspicuous  development,  and  that  the  region  as  a 
whole  represents  probably  the  best  balanced  and  most  diversified 
agricultural-industrial  economy  of  any  geographical  division  in  the 
United  States. 


II.  PLACE  OF  FOREIGN  TRADE  IN  THE  ECONOMY 
OF  THE  MIDWEST 

Although  the  economy  of  the  North  Central  region  is  thus  char- 
acterized by  a  high  degree  of  agricultural  and  industrial  diversifica- 
tion, its  progress  and  prosperity  have  been  closely  associated  with  a 
wide  range  of  trade,  both  with  other  geographic  regions  of  the  United 
States  and  with  foreign  nations.  The  high  proportion  of  the  total 
national  production  in  various  branches  of  agriculture  and  manufac- 
turing which  is  concentrated  in  the  Midwest  region  (as  brought  out 
in  the  preceding  section)  implies  a  surplus  output  or  productive 
capacity  far  in  excess  of  the  requirements  of  the  region  itself  and, 
indeed  for  many  lines,  of  the  United  States  as  a  whole.  On  the  other 
hand,  the  region  utilizes,  either  in  direct  consumption  or  in  the 
process  of  production  itself,  a  surprisingly  wide  range  and  volume  of 
goods  which  it  is  necessary  to  bring  in,  not  only  from  other  regions 
of  the  United  States  but  from  foreign  countries  as  well.  These  are 
items  which  the  North  Central  region,  despite  the  amplitude  and 
diversity  of  its  natural  resources  and  its  human  resourcefulness,  is 
either  physically  incapable  of  producing  at  all,  or  which  it  could 
supply  to  the  extent  of  its  needs  only  at  undue  cost  or  by  uneconom- 
ical substitution.  Such  goods  the  region  pays  for  by  shipping  out 
the  products  in  which  it  specially  excels,  as  noted  in  the  foregoing 
section.  Such  interchange — international  as  well  as  inter-regional — 
makes  large-scale  production  economically  practicable  and  tends  to 
minimize  costs,  while  maximizing  employment  and  consumption. 
This  principle  applies  both  to  the  agriculture  and  the  manufacturing 
industries  of  the  Midwest. 

Midwest  Agriculture  and  Foreign  Trade 

Although  Midwest  agriculture,  as  now  developed,  is  less  directly 
dependent  on  foreign  markets  than  are  the  cotton-  and  tobacco- 
growing  regions  of  the  South  and  the  wheat-growing  areas  of  the 
Southwest  and  Pacific  Northwest,  it  is  much  more  so  than  the  north- 
eastern States.  This  is  particularly  true  of  the  Corn  Belt.  Very  little 
of  its  huge  corn  crop  is  exported  as  corn.  Between  1925  and  1929, 
exports  of  corn  as  grain — chiefly  to  Canada — were  equivalent  on  the 
average  to  less  than  1  percent  of  the  annual  production.     As  already 
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noted,  the  Corn  Belt  consumes  most  of  its  corn  on  its  own  farms, 
marketing  it  in  the  form  of  hogs,  fat  cattle,  and  sheep,  which  the 
Midwest  packing  houses  in  turn  market  in  the  form  of  meat  products 
and  animal  fats  and  oils.  For  these  products — whose  value  is  ob- 
viously many  times  that  of  the  constituent  corn — foreign  markets 
have  been  of  much  significance  to  the  Corn  Belt.  Even  after  the 
subsidence  of  the  extraordinary  exports  of  the  war  period,  United 
States  exports  of  meat  products  averaged  over  425  million  pounds 
annually  during  1926-30.  Of  these,  pork  in  various  forms  (bacon, 
hams,  and  shoulders,  fresh,  frozen,  pickled,  and  canned)  accounted 
for  more  than  75  percent  in  volume,  being  equivalent  to  the  average 
dressed  weight  of  about  1 ,900,000  slaughtered  hogs  annually.  During 
the  same  period  exports  of  edible  animal  oils  and  fats  (lard,  tallow, 
stearin,  oleo  oil,  and  stock,  etc.)  averaged  843,332,000  pounds,  of 
which  lard  and  lard  compounds  constituted  72  percent.  Lard  ex- 
ports in  these  years  were  equivalent  to  about  one-third  of  the  total 
annual  production.  In  other  words  the  lard  from  one  out  of  every 
three  hogs  slaughtered  was  sold  abroad.  While  the  United  Kingdom 
and  Germany  were  the  two  largest  foreign  buyers  of  American  lard, 
the  Western  Hemisphere  countries  of  Cuba,  Mexico,  Canada,  and 
Colombia  were  also  important  outlets.  Keducing  exports  of  animal 
products  to  terms  of  the  corn  used  in  their  production,  about  one  out 
of  every  seven  acres  harvested  during  this  period  was  required  for 
export  purposes. 

While  packing-house  products— in  which  both  farm  and  urban 
labor  are  embodied— have  constituted  the  predominant  and  most 
distinctive  class  of  agricultural  exports  from  the  North  Central 
States,  the  region  has  had  an  important  share  in  other  agricultural 
exports  of  the  United  States.  Among  these  may  be  mentioned:  (1) 
condensed  and  evaporated  milk,  of  which  on  the  average  107  million 
pounds  were  sold  abroad  during  1926-30,  equivalent  to  between  4 
and  5  percent  of  the  annual  output;  (2)  wheat  and  wheat  flour,  of  which 
on  the  average  about  15  percent  of  domestic  production  was  exported 
during  this  period,  this  item  being  of  importance  chiefly  to  Kansas, 
the  Dakotas,  and  Minnesota  among  the  North  Central  States;  (3) 
fruits  and  vegetables,  fresh  and  canned.  Although  export  trade  in  this 
group  is  much  more  important  to  California  than  to  the  North 
Central  region,  such  northern  States  as  Michigan,  Indiana,  Ohio, 
Illinois,  and  Wisconsin  found,  prior  to  1931,  a  substantial  outlet  for 
their  horticultural  products  in  the  Canadian  provinces  where  climatic 
conditions  limit  the  range  and  retard  the  maturity  of  such  crops.  In 
1929  Canadian  imports  of  vegetables  and  fruits  (other  than  citrus) 
from  the  United  States  exceeded  26  million  dollars  in  value. 
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The  importance  of  foreign  trade  to  Midwest  agriculture  is  aot 
measured,  however,  merely  by  the  volume  and  value  of  its  agri- 
cultural exports.  It  is  indirectly  affected  in  at  least  two  other  ways: 
fust,  by  the  agricultural  exports  of  other  regions;  and  second,  by  the 
industrial  exports  of  the  Midwest  region  itself: 

(1)  Were  it  not  that  normally  over  half  of  the  cotton  and  about 
two-fifths  of  the  tobacco  grown  in  the  United  States  is  exported,  the 
Southern  States  specializing  in  these  crops  would  use  a  considerable 
portion  of  their  acreage  for  corn,  feed  crops,  and  pastures  for  the 
support  of  meat  and  dairy  animals,  instead  of  relying  largely  upon 
the  North  Central  States  for  such  animal  products. 

(2)  The  volume  of  output  and  therefore  of  employment  in  many 
of  the  specialized  manufacturing  industries  of  the  East  North  Central 
States  is  more  largely  related  to  export  sales  than  is  the  case  with 
manufacturing  in  most  other  geographical  divisions  of  the  United 
States.  This  means  in  turn  that  in  the  Midwest  the  urban  demand 
for  products  of  its  farms  is  more  affected  by  exports  of  manufactures 
than  in  other  regions  of  the  country.  This  is  borne  out  by  the  facts 
presented  below. 

Midwest  Manufactures  and  Foreign  Trade 

According  to  estimates  of  the  Department  of  Commerce,  exports 
of  manufactures  (other  than  of  foodstuffs)  in  1929  were  equivalent 
to  about  one-eleventh  of  the  total  net  volume  of  such  manufactures. 
This  ratio  has  been  emphasized  in  certain  quarters  as  indicating  the 
relative  insignificance  of  foreign  trade.  When,  however,  the  propor- 
tion of  exports  to  total  output  is  examined  for  certain  industries  of 
importance  in  Midwestern  States  a  somewhat  different  picture  is 
presented  (see  table  V).  Here  the  ratio  runs  as  high  as  23  percent 
for  agricultural  equipment  and  business  machines,  36  to  38  percent 
for  typewriters  and  tractors,  and  over  50  percent  for  motorcycles. 
Although  the  percentage  of  automotive  vehicles  (four-wheeled) 
exported  was  only  slightly  above  the  general  average  for  all  manu- 
factures, it  should  be  noted  that  to  an  important  extent  American 
automobile  companies  ship  cars  to  the  United  Kingdom  and  other 
parts  of  the  British  Empire  through  subsidiary  plants  in  Canada 
where  sufficient  value  is  added  to  materials  and  parts  imported  from 
this  side  to  qualify  for  the  imperial  tariff  preference.  Thus  in  1929, 
101,711  units  were  exported  from  Canada,  equivalent  to  nearly  40 
percent  of  the  total  production  in  the  Dominion.  In  the  same  year 
Canada  imported  from  the  United  States  automobile  parts  to  the 
value  of  over  55  million  dollars,  in  addition  to  steel  and  machinery 
used  in  such  manufactures. 
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TABLE  V 

Proportion  of  Output  of  Selected  Manufacturing  Industries 
Exported,  1929 

[Compiled  from  Census  of  Manufactures,  1929,  and  Commerce  Yearbook,  1930] 


Industry 

Value  of  products  (in 
millions  of  dollars) 

Value  of  exports  (in 
millions  of  dollars) 

Ratio  of 

exports  to 

production 

(percent) 

Agricultural  machinery  and 
implements 

277.8 

197.0 

244.5 
57.0 

5,  358,  000  units 
31,  912  units 

1,  538.  0 

110.0 
66.0 

64.3 

75.2 

33.4 
9.8 

536,  000  units 
16,  265  units 

183.0 

25.9 
24.0 

23 

Tractors   (internal  combus- 
tion)             _              - 

38 

Power-driven     metal-work- 
ing machinery     _ 

13.7 

Excavating  machinery 

Motor      vehicles       (except 
motorcycles)  _   

17.0 
10.0 

Motorcycles        - - 

51.0 

Automobile    bodies,    parts, 

and  accessories      _  _   - 

12.0 

Cash   registers,    calculating 

and  tabulating  machines __ 
Typewriters  and  parts 

23.5 
36.0 

A  comparison  of  table  V  with  table  IV  reveals  that  those  branches 
of  manufacture  in  which  the  proportion  exported  ranks  highest  are 
those  in  which  production  is  most  largely  concentrated  in  the  Mid- 
west region.  Agricultural,  industrial,  and  electrical  machinery, 
machine  tools,  automotive  products,  business  machines  and  appli- 
ances: these  are  the  industries  in  which  American  technologists 
and  manufacturers — especially  in  the  East  North  Central  States — 
have  led  rather  than  followed  other  nations.  These  are  the  indus- 
tries which  are  least  dependent  on  tariff  protection  and  which  have 
contributed  an  increasing  proportion  of  total  American  exports. 

In  terms  of  total  industrial  employment  and  of  effect  on  urban 
demand  for  farm  products  the  proportion  which  a  particular  industry 
exports  is  less  significant  than  the  total  volume  of  industrial  exports. 
Thus,  although  exports  in  1929  of  such  broad  groups  as  iron  and 
steel  products  and  industrial  and  electrical  machinery,  represented 
only  from  4  to  7  percent  of  the  total  output,  they  amounted  in  the 
aggregate  to  over  two-thirds  of  a  billion  dollars,  as  follows: 

Million 
Iron  and  steel  products  (not  including  machinery  and    dollars 

vehicles) 288 

Industrial  machinery  (all  classes) 268 

Electrical  machinery  and  apparatus 130 

686 

All  these,  as  has  been  shown,  are  industries  in  which  the  East  North 
Central  region  shares  most  of  the  output  with  the  Middle  Atlantic 
and  New  England  States  and  whose  activity  directly  affects  the  home- 
market  demand  for  the  agricultural  products  of  Midwest  farms. 


17 
Effects  of  Declining  Foreign  Trade  Upon  the  Midwest  Region 

No  attempt  will  be  made  here  to  discuss  the  manifold  forces  and 
factors  which  contributed  to  bringing  about  the  unprecedented 
decline  in  the  value  and  volume  of  international  trade  between 
1929  and  1932,  in  which  the  United  States  sustained  a  greater  degree 
of  shrinkage  than  most  other  countries.  Suffice  it  to  note  that  the 
principal  causes,  apart  from  the  ordinary  behavior  of  a  cyclical 
depression,  were  to  be  found  in:  (1)  the  excessive  and  uneconomic 
volume  of  war  and  post-war  international  indebtedness,  both  inter- 
governmental and  private,  in  which  the  United  States  was  the 
principal  creditor  on  both  accounts;  (2)  international  competition 
for  gold,  especially  by  debtor  countries  and  nations  which  had 
recently  returned  to  the  gold  standard,  reflected  in  the  declining 
value  of  export  commodities  in  terms  of  gold;  (3)  overstimulation  of 
agricultural  production  in  non-European  countries  at  a  time  when 
gradual  recovery  of  agricultural  production  in  European  nations 
had  reduced  their  war-time  dependence  on  overseas  supplies;  (4) 
rise  of  economic  nationalism  and  the  raising  of  protective  and  retali- 
atory trade  barriers  in  which  movement  the  American  Tariff  Act 
of  1930  had  had  far-reaching  international  effects. 

Between  1929  and  1932  the  gold  value  of  the  exports  of  all  countries, 
according  to  the  Economic  Intelligence  Service  of  the  League  of 
Nations,  declined  from  33  billion  dollars  to  12.7  billion  dollars,  a 
shrinkage  of  61  percent.  In  the  case  of  the  United  States,  exports  fell 
from  5,241  million  dollars  in  1929  to  1,611  million  dollars  in  1932,  a 
decline  of  nearly  70  percent.  The  greater  relative  fall  in  United 
States  exports  was  largely  due  to  the  fact  that  after  1929  these  were 
no  longer  sustained  by  the  heavy  volume  of  our  loans  and  investments 
abroad  which  during  the  twenties  had  temporarily  given  foreigners 
command  over  American  dollars  beyond  that  arising  from  their  sales 
to  us.  On  the  other  hand,  these  debt  obligations  limited  the  capacity 
of  debtor  countries  to  continue  their  purchases  of  American  goods  and 
led  them  to  offer  their  own  at  sacrifice  prices  in  order  to  acquire  com- 
mand over  gold  currencies.  In  1929  the  United  States  had  supplied 
15.6  percent  of  the  exports  of  all  countries  combined.  In  1932  this 
country's  share  had  fallen  to  12.4  percent  of  a  world  total  reduced  to 
two-fifths  of  its  former  value. 

In  this  shrinking  national  share  of  a  dwindling  world  aggregate  the 
position  of  the  classes  of  exports  in  which  the  North  Central  States 
are  mainly  interested  is  indicated  in  table  VI,  where  these  exports  in 
1932  are  compared  with  the  average  for  1926-30.  If  comparisons 
were  made  with  1929,  the  percentage  of  decline  would  be  considerably 
greater  in  nearly  every  case. 
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It  will  be  noted  thai  in  the  case  of  agricultural  products  I  In*  decline 
in  physical  volume  was  less  pronounced,  than  in  value,  whereas  in  bbe 
case  of  nonagricultural  manufactures  (where  quantities  can  be  shown) 
the  two  showed  a  closer  relationship.  In  other  words,  in  t  be  face  of  a 
weakened  and  restricted  demand  agriculture  substantially  maintained 
its  volume  of  output,  accepting  the  adjustment  in  drastically  lowered 
prices,  whereas  industry,  whose  major  cost  item  is  wages,  made  the 
adjustment  by  reducing  output  to  a  much  greater  extent  than  price.1 
Agriculture  was  thus  doubly  affected — by  restricted  export  outlets 
and  by  severely  reduced  industrial  pay  rolls  undermining  effective 
demand  in  the  home  market.2  The  price  adjustment  which  Midwest 
farmers  were  forced  to  accept  under  these  conditions  is  indicated  by 
the  following  comparison  of  average  farm  prices  of  their  principal 
products  in  these  years: 


Item 

Unit 

Average   price  received   by 
producers 

1928-29 

1932-33 

Corn 

bushel. . 

84.  3^ 

99.  8^ 

40.  70 

$9.  28 

a  $9.  15 

a  $2.  57 

«  45.  20 

31.80 
37.90 
15.  7^ 

$3  36 

Wheat 

Oats 

do 

do__ 

Hogs         __. 

hundredweight 

do 

do 

pound 

Beef  cattle 

Milk 

Butterfat 

6  $4.  07 
b  $1.  29 
b  17.  90 

0  Calendar  year  1929. 
*  Calendar  year  1932. 


Although  domestic  consumption  of  food  in  the  aggregate  did  not 
decline  appreciably  during  the  depression,  the  pressure  on  American 
markets  of  supplies  for  which  foreign  outlets  were  either  heavily 
barred,  as  in  continental  Europe,  or  flooded,  as  in  Great  Britain, 
reacted  on  the  whole  domestic  farm  price  structure. 

In  manufacturing  industries,  apart  from  foodstuffs  and  certain 
textiles  where  primary  materials  are  a  major  element  of  cost  and 
where  the  products  are  of  a  perishable  nature,  adjustment  was 
reflected  more  largely  in  terms  of  curtailed  output  and  employment 
than  of  price.  Automobiles,  farm  machinery,  furniture,  and  house- 
hold equipment,  whose  production,  as  noted,  is  heavily  concentrated 
in  the  Midwest,  are  durable  products  whose  replacement  can  be 
deferred  by  consumers  with  shrunken  incomes.  The  steel  and  heavy- 
machine  industries — so  important  in  the  Lake  Erie  and  lower  Lake 

1  The  Department  of  Labor  price  index  of  finished  products  (582  items)  in  1932 
was  70.3  percent  of  the  1926  base,  whereas  the  1932  index  of  farm  prices  was 
only  48. 

2  According  to  the  Federal  Reserve  Board,  index  pay  rolls  in  manufacturing 
industries  in  1932  averaged  only  45.3  percent  of  the  1923-25  monthly  average. 
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Michigan  area — were  themselves  largely  dependent  on  the  demand  of 
equipment  manufacturers  and  the  construction  industries  at  home 
and  abroad,  and  it  was  in  this  industrial  sector  that  the  decline  in 
production  and  employment  was  most  severe  and  most  prolonged. 

The  extent  of  the  decline  in  the  value  of  the  exports  of  the  North 
Central  States  between  1929  and  1932  and  the  principal  items  affected 
are  indicated  in  table  VII.3  In  every  one  of  these  States  (except 
Kansas)  the  percentage  of  decline  was  greater  than  that  for  the 
United  States  as  a  whole  and  the  share  of  the  North  Central  region  in 
total  export  trade  of  the  country  fell  from  23.5  percent  in  1929  to  14.2 
percent  in  1932.  For  a  region  whose  farm-crop  acreage  and  livestock 
numbers  and  whose  industrial-plant  capacity  and  employment  had 
been  adjusted  to  an  export  trade  of  the  proportions  of  1929,  the 
tremendous  decline  during  the  ensuing  years  involved  a  violent  dis- 
location in  its  economy. 

3  The  figures  in  table  VII  were  prepared  by  the  Department  of  Commerce  and 
were  based  on  "States  of  original  shipment"  as  given  by  shippers  in  export 
declarations.  This  attempt  to  assign  exports  to  particular  States  tends  to 
minimize  the  importance  of  some  of  the  West  North  Central  States,  much  of 
whose  livestock  and  grain  is  shipped  for  processing  to  States  like  Illinois,  Missouri, 
Indiana,  and  Minnesota,  which  are  credited  with  the  exported  product.  Similarly, 
iron  ore  shipped  from  Minnesota  to  Ohio,  Illinois,  or  Indiana  may  be  exported 
from  these  States  in  the  form  of  steel  products  or  machinery.  When  the  region 
is  treated  as  a  whole,  however,  these  interstate  movements  are  largely  absorbed 
in  the  general  picture. 


III.  SIGNIFICANCE  OF  THE  TRADE-AGREEMENTS 

PROGRAM 

National  Policies  and  Trade  Recovery 

In  the  face  of  such  a  prostration  of  the  Nation's  foreign  trade  as 
existed  at  the  time  of  President  Roosevelt's  inauguration,  various 
alternative  policies  might  conceivably  have  been  pursued  by  the 
Government. 

(1)  Under  a  laissez-faire  or  "hands  of"  policy,  deflation  might  have 
been  allowed  to  run  its  course  until  the  gold  prices  of  American  ex- 
ports were  sufficiently  low,  competitively,  to  encourage  foreigners 
to  buy  from  us,  to  the  extent  that  their  governments  permitted, 
and  dollar  exchange  could  be  obtained.  For  the  rest,  such  a  policy 
would  imply  waiting  upon  the  process  of  eventual  world  recovery 
and  lowering  of  emergency  trade  restrictions  abroad. 

A. drift  policy  of  this  sort  was  hardly  conceivable  under  the  cir- 
cumstances. With  export  prices,  particularly  of  farm  products, 
already  below  the  production  costs  of  even  efficient  producers, 
further  deflation  would  have  involved  a  complete  undermining  of  the 
debt  and  wage  structure  of  the  country.  Moreover,  the  lower 
American  prices  fell  the  greater  would  be  the  import  restrictions  im- 
posed by  foreign  countries  to  protect  their  own  producers.  To  await 
natural  recovery  would  involve  disregarding  the  existing  distress  and 
dislocation  of  the  large  groups  dependent  on  export  markets,  and  to 
depend  on  foreign  governments  removing  trade  restrictions  without 
action  by  our  own  Government  would  have  been  to  overlook  the 
powerful  forces  of  economic  nationalism. 

(2)  Under  the  opposite  extreme  of  an  isolationist,  "America  self- 
contained"  policy,  adjustment  might  have  been  sought,  not  by  at- 
tempting to  restore  our  export  trade,  but  by  cutting  down  our 
remaining  imports  by  embargoes  or  licenses  to  the  absolute,  indis- 
pensable minimum,  and  by  transferring  land,  labor,  and  capital 
from  the  export  branches  of  our  agriculture  and  industry  to  the  pro- 
duction of  home  substitutes  for  what  had  hitherto  been  imported. 

Although  such  a  policy,  strongly  advocated  by  certain  groups  in 
the  country,  might  have  been  effective  in  reducing  the  extent  of  our 
external  dependence,  both  on  foreign  markets  and  foreign  supplies, 
the  economic  and  social  cost  of  the  necessary  transference  in  land  use, 
mdustrial  plants,   and  equipment  and  labor  population  would  be 

(23) 
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inconceivably  great.  Our  experience  in  the  retirement  of  crop  acre- 
age toward  the  level  of  domestic  and  residual  export  requirements 
under  the  original  agricultural-adjustment  program — however  justi- 
fied as  an  emergency  measure — afforded  an  impressive  intimation  of 
the  costs  and  dislocations  involved  in  a  nationalistic  orientation  of 
our  economy.  While  the  exclusion  of  imports  might  raise  the  prices 
of  such  goods  sufficiently  to  bring  high-cost  sources  of  domestic  supply 
more  fully  into  use  or  to  induce  resort  to  substitutes  which  the  chemi- 
cal industry  is  eager  to  offer — at  a  protected  price — the  net  result 
would  be  a  general  raising  of  production  costs  and  lowering  of  living 
standards.  The  contemporary  experiences  of  Germany  and  Italy  un- 
der this  policy  are  scarcely  such  as  to  encourage  American  imitation. 

(3)  Under  the  modern  mercantilistic  policy,  the  Government,  while 
closely  restricting  imports,  might  have  sought  to  promote  exports  by 
artificial  means.  To  a  large  extent  American  exports  were  thus 
stimulated  during  the  twenties  by  Government  encouragement  of 
foreign  loans  and  investments.  This  meant  in  effect  that  American 
exporters  were  being  paid  by  American  purchasers  of  foreign  securi- 
ties. The  disastrous  outcome  of  this  experience  was  too  recent  and 
vivid  to  warrant  repetition  of  such  method  of  export  promotion. 
Following  the  contemporary  example  of  most  continental  European 
countries  and  Japan,  the  Government  might  have  attempted  to 
stimulate  exports  by  such  devices  as  export  subsidies,  currency  and 
foreign-exchange  manipulations,  and  bilateral  clearing  arrangements 
whereby  a  given  foreign  country  could  obtain  payment  for  its  exports 
to  the  first  only  by  taking  an  equivalent  amount  of  goods  from  the 
latter.  Such  methods  are  in  the  nature  of  economic  warfare,  involv- 
ing discrimination,  evoking  counter-defensive  measures  and  reprisals, 
and  tending  to  force  trade  into  uneconomic  channels  and  to  reduce 
its  total  volume.  To  the  extent  that  certain  exports  may  be  increased 
through  bounties  or  subsidies,  the  exporting  country  taxes  its  own 
people  to  give  bargains  to  foreigners. 

(4)  Under  a  policy  of  reciprocal-trade  concessions  export  recovery 
might  be  sought,  not  by  artificial  stimulants  or  threats,  but  by  bring- 
ing about  the  gradual  lowering  of  trade  barriers  abroad  in  exchange 
for  carefully  considered  concessions  on  our  own  part.  Such  a  policy 
recognizes  the  mutual  advantages  of  foreign  trade  and  aims  to 
bring  about  an  increase  in  the  total  volume  of  trade  instead  of  the 
mere  diversion  of  a  diminished  volume. 

Among  these  possible  lines  of  action  in  respect  to  foreign  trade, 
the  two  most  important  undertaken  by  the  Administration  have 
been:  (1)  suspension  of  the  gold  standard,  followed  by  devaluation 
of  the  dollar,  and  (2)  negotiation  of  trade  agreements  under  the 
Trade  Agreements  Act  of  1934. 
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Although  tho  temporary  suspension  of  gold  redemption  and  exports 
in  March  1933  was  an  immediate  outcome  of  the  national  "bank 
holiday",  the  attendant  fall  in  the  value  of  the  dollar  in  terms  of 
foreign  currencies  later  became  a  matter  of  deliberate  policy,  even- 
tuating in  the  Gold  Reserve  Act  of  January  1934.  Under  the  au- 
thority of  this  act  the  dollar  was  formally  devalued  to  approximately 
59  percent  of  the  former  gold  content.  This  meant  that  the  dollar 
was  now  substantially  "cheapened"  in  terms  of  foreign  currencies, 
thus  making  it  easier  for  foreigners  to  buy  dollar  exchange  with  their 
own  money,  in  order  to  pay  for  goods  from  the  United  States.  Prior 
to  March  1933  the  high  premium  which  the  dollar  commanded  in 
terms  of  all  currencies,  except  the  few  remaining  on  an  unchanged 
gold  basis,  had  been  a  serious  deterrent  to  American  export  trade, 
making  it  necessary  for  our  exporters,  especially  of  farm  products,  to 
accept  lower  and  lower  dollar  prices  in  order  to  make  sales  in  compe- 
tition with  countries  which  had  departed  from  the  gold  standard  at 
an  earlier  date.  The  action  taken  by  the  Administration  in  1933  was 
reflected  in  higher  dollar  equivalents  of  the  prices  prevailing  in  for- 
eign markets  in  which  our  goods  were  sold  competitively.  This  was 
most  marked  in  the  case  of  our  major  export  staple,  cotton.  Although 
sterling  prices  of  American  cotton  in  British  markets  showed  little 
change  through  1933,  the  dollar  price  received  by  American  exporters 
rose  from  $28  a  bale  in  February  1933  to  $44  in  June.  Similarly, 
the  Chicago  price  of  lard  rose  from  $5  to  $7.04  a  hundredweight  be- 
tween the  same  months. 

Provisions  of  the  Trade  Agreements  Act 

Although  the  Government's  gold  measures  were  necessary  to  re- 
verse the  long-continued  and  disastrous  down-sweep  of  deflation  and 
to  bring  the  dollar  nearer  to  its  former  relationship  with  the  British 
pound,  currency  devaluation  and  exchange  depreciation  is  a  game 
at  which  all  countries  may  play.  In  themselves  such  measures  are 
more  likely  to  lead  to  new  and  stricter  trade  regulations  than  to  the 
lowering  of  trade  barriers.  Although  the  dollar  value  of  United 
States  exports  had  risen  from  1,611  million  dollars  in  1932  to  1,675 
million  dollars  in  1933,  no  increase  had  taken  place  in  the  physical 
volume.1 

With  a  view  to  bringing  about  an  increase  in  trade  through  decrease 
of  trade  barriers,  Congress,  under  the  Trade  Agreements  Act  of  June 
1934,  authorized  the  President,  for  a  period  of  3  years,  to  enter  into 
trade  agreements  with  foreign  countries — 

1  According  to  the  Department  of  Commerce,  the  quantity  of  exports  of  United 
States  merchandise  in  1933,  as  well  as  in  1932,  was  only  69  percent  of  the  1923-25 
average. 
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"So  that  foreign  markets  will  be  made  available  to  those  branches 
of  American  production  which  require  and  are  capable  of  developing 
such  outlets,  by  affording  corresponding  market  opportunities  for 
foreign  products  in  the  United  States." 

This  measure  was  enacted  as  an  amendment  to  the  Tariff  Act  of 
1930  and  empowered  the  President,  in  accordance  with  such  agree- 
ments, to  proclaim  reductions  of  existing  duties  on  selected  items  by 
not  more  than  50  percent,  although  no  dutiable  item  might  be  trans- 
ferred to  the  free  list.  An  interdepartmental  organization  was  set 
up  to  prepare  for  and  assist  in  the  complicated  task  of  negotiating 
agreements  with  individual  countries.  Before  any  agreement  was 
proclaimed  opportunity  was  given  to  interests  concerned  to  present 
their  views,  orally  or  in  writing,  at  public  hearings  conducted  by  a 
specially  created  Committee  for  Reciprocity  Information.  With  a 
view  to  facilitating  negotiations  and  expediting  progress,  the  act 
provided  that  the  changes  involved  in  such  agreements  should  become 
effective  by  Presidential  proclamation  without  ratification  by  the 
Senate  as  in  the  case  of  treaties.2  All  trade  agreements,  however, 
were  subject  to  termination,  upon  due  notice  to  the  foreign  govern- 
ment concerned,  at  the  end  of  not  more  than  3  years  from  the  date 
of  their  coming  into  force. 

Countries  with  Which  Trade  Agreements  Have  Been 

Concluded 

Under  the  procedure  thus  established,  the  first  country  with  which 
a  trade  agreement  was  concluded  was  the  island  republic  of  Cuba. 
This  was  a  preferential  agreement,  the  concessions  not  being  general- 
ized to  other  countries.  Although  the  United  States  and  Cuba  have 
accorded  each  other  preferential  tariff  treatment  ever  since  1902,  the 
raising  of  sugar  duties  under  the  Hawley-Smoot  Tariff  Act  of  1930 
had  brought  virtual  ruin  to  the  Cuban  sugar  industry,  whose  exports 
to  this  country  fell  from  4.15  million  tons  in  1929  to  1.58  million  tons 
in  1933.  Under  these  conditions  Cuba  had  so  restricted  its  purchases 
of  American  goods  that  our  exports  to  that  island  declined  in  value 
from  129  million  dollars  in  1929  to  a  mere  25  million  dollars  in  1933. 
The  new  reciprocity  agreement  provided  for  mutual  concessions  on 
practically  all  important  items  of  trade  between  the  two  countries. 
In  the  case  of  such  competitive  items  as  sugar  and  tobacco,  imports 
from  Cuba  at  the  reduced  rates  were  limited  to  designated  annual 
quotas,  or,  as  in  the  case  of  early  fruits  and  vegetables,  to  certain 
months  of  the  year. 

2  Under  the  Dingley  Tariff  Act  of  1897  the  President  had  been  authorized  to 
negotiate  reciprocal  treaties,  subject  to  Senate  confirmation.  Although  11  such 
treaties  were  negotiated;  not  a  single  one  was  ratified. 
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Including  the  agreement  with  Cuba,  which  became  effective  3 
months  after  (he  act,  trade  agreements  have  been  executed  with  11 
countries,  as  listed  below: 

Effective  dale  of 
Country  agreement 

Cuba Sept.  3,  1934 

Belgium May   1,1935 

Haiti June  3,  1935 

Sweden Aug.  5,  1935 

Canada Jan.    1,  1936 

Brazil Jan.    1,1936 

Netherlands  and  Netherlands  Indies Feb.   1,  1936 

Switzerland . Feb. 15,  1936 

Honduras Mar.  2,  1936 

Colombia.  __ May  20, 1936 

France  (and  its  colonies  and  protectorates), __  June  15, 1936 

Guatemala June  15, 1936 

Nicaragua Oct.    1,  1936 

Finland Nov.  2,  1^36 

The  above  list,  it  will  be  noted,  includes  eight  Western  Hemisphere 
countries  and  six  European  nations.  Among  these  are  some  of  the 
most  important  with  which  we  have  commercial  relations.  Canada 
is  exceeded  only  by  Great  Britain  as  a  buyer  of  American  exports  and 
occupies  first  place  as  a  source  of  our  imports.  France  is  ordinarily 
our  fourth  or  fifth  best  customer,  while  Cuba,  the  Netherlands,  and 
Belgium  are  usually  among  the  first  dozen.  Although  the  list  does 
not  include  such  important  commercial  nations  as  Great  Britain, 
Germany,  Japan,  and  Italy,3  our  export  and  import  trade  with  these 
14  "agreement"  countries  constituted  in  1934  about  37  percent  of  our 
total  foreign  commerce.  In  1929  our  exports  to  these  same  countries 
had  a  total  value  of  nearly  2  billion  dollars.  In  1934  they  amounted 
to  only  690  million  dollars,  a  decline  of  almost  two-thirds.  Sales  by 
these  countries  to  the  United  States  had  fallen  in  about  the  same  pro- 
portion. The  lowering  of  trade  barriers  on  both  sides  as  a  means  of 
recovering  some  at  least  of  this  lost  commerce  was  therefore  of 
obvious  advantage  to  all  concerned. 

The  Principle  of  Equality  of  Treatment 

The  Cuban  agreement  differed  from  all  those  subsequently  signed 
in  that  the  concessions  were  limited  exclusively  to  the  two  countries 
concerned,  in  accordance  with  the  preferential  relations  established  in 

3  The  difficulties  will  be  apparent  of  obtaining  nondiscriminatory  trade  agree- 
ments with  countries  like  Germany  and  Italy,  in  which  foreign  trade  and  ex- 
change are  controlled  by  the  Governments  on  the  basis  of  a  military  economy. 
Negotiations  with  Italy  and  Spain  were  halted  by  the  Ethiopian  War  and  the 
Spanish  Civil  War. 

78346—36 5 
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1902.  In  all  the  other  trade  arrangements  the  so-called  "uncondi- 
tional most-favored-nation  provision"  applies.  Under  this  principle 
each  party  agreed  to  give  the  other  party  the  benefits  of  any  conces- 
sions which  it  might  subsequently  make  in  treaties  or  agreements 
with  other  countries.  The  policy  of  the  United  States  as  laid  down 
in  the  Trade  Agreements  Act  is  to  extend  the  concessions  made  on 
lists  of  products  included  in  each  trade  agreement  to  like  products 
from  all  other  countries  which  extend  their  lowest  rates  to  the  United 
States  and  which  do  not  otherwise  discriminate  against  American 
commerce. 

This  feature  of  "generalizing  concessions"  has  been  strongly 
criticized  in  certain  quarters  as  "giving  away  something  for  nothing." 
This  short-sighted  accusation  disregards  both  the  basis  of  the  con- 
cessions made  by  the  United  States  and  the  benefits  we  may  derive 
from  such  mutual  generalization.  In  the  first  place,  the  American 
negotiators  in  selecting  and  classifying  the  products  on  which  con- 
cessions are  made  to  a  particular  country  have  limited  them  to  those 
of  which  the  country  in  question  is  our  principal,  or  a  major,  foreign 
supplier.  Thus,  of  all  the  items  on  which  we  made  concessions  to 
Canada  that  country  supplied  us  in  1929  with  all  but  6  percent  of 
the  imports  affected.  Extension  of  these  concessions  to  other 
countries  thus  preserves  the  principle  of  equality  of  treatment,  with- 
out exposing  our  markets  to  appreciably  increased  entries  of  such 
articles  from  the  world  at  large.  It  also  preserves  our  bargaining 
position,  since  countries  with  which  we  have  not  yet  negotiated 
agreements  can  obtain  reductions  on  the  products  of  which  they 
are  the  chief  source  of  our  imports  only  by  granting  us  reciprocal 
concessions. 

More  important  is  the  assurance  which  we  thereby  gain  that  our 
exports  will  receive  the  most  favorable  treatment  which  the  "agree- 
ment" countries  may  now  or  hereafter  extend  to  any  other  nation. 
This  was  of  particular  significance  in  the  two  most  important  agree- 
ments—those with  Canada  and  France.  The  former  country  has  a 
3-schedule  tariff.  The  lowest  schedule,  the  British  Preferential,  ap- 
plies to  imports  from  the  mother  country  and  other  parts  of  the  Empire 
with  which  Canada  has  preferential  pacts.  The  intermediate  schedule 
is  extended  to  designated  products  of  some  two  dozen  non-British 
countries  with  which  Canada  has  at  various  times  negotiated  com- 
mercial treaties.  The  maximum  rates  of  the  general  tariff  are  applied 
to  dutiable  imports  of  all  other  countries,  and  it  was  these  rates  to 
which  American  exports  were  hitherto  subject.  Under  the  agreement 
with  Canada  American  exporters  were  assured  of  at  least  as  favorable 
treatment  as  competitors  in  any  country  outside  the  British  Empire. 
In  the  case  of  France  a  number  of  important  American  export  items 
had  hitherto  been  dutiable  at  higher  rates  than  those  levied  on  like 
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goods  from  most  other  countries.  Under  the  agreement  France 
pledged  herself  to  admit  these  at  her  minimum  tariff  rates. 

Under  the  most-favored-nation  provision  we  have  already  gained 
certain  concessions  which  were  not  included  in  the  agreements  them- 
selves. For  example,  a  few  days  after  the  agreement  with  Belgium 
was  signed,  that  country  concluded  a  pact  with  France  under  which 
the  duties  on  certain  classes  of  automobiles,  chassis,  and  parts  were 
reduced.  About  2  months  later  she  lowered  her  duties  on  a  number 
of  products  of  interest  to  American  exporters,  in  trade  agreements 
with  Germany  and  Italy.  The  benefit  of  all  these  reductions  was 
immediately  extended  to  like  imports  from  the  United  States  without 
any  quid  pro  quo  on  our  part. 

A  further  and  all-important  advantage  of  the  most-favored-nation 
policy  is  that  it  enables  us  to  obtain  nondiscriminatory  treatment  in 
countries  with  which  we  have  not  yet  concluded  trade  agreements. 
A  policy  of  discrimination  would  result  in  the  gains  through  a  trade 
agreement  with  one  country  being  offset  by  losses  from  counterdis- 
criminations  in  other  countries.  Nothing  creates  more  ill-will  or 
friction  in  international  trade  or  commercial  diplomacy  than  discrim- 
inatory treatment  of  imports  from  different  countries.  The  Trade 
Agreements  Act  is  indeed  an  effective  means  of  insuring  that  American 
exporters  shall  enjoy  equality  of  treatment  with  those  of  other  coun- 
tries, since  it  authorizes  the  President  to  withhold  concessions  from 
countries  found  to  be  discriminating  against  American  commerce.  On 
these  grounds,  the  concessions  granted  by  us  under  the  various  agree- 
ments have  been  withheld  from  Germany  and  Australia  pending 
removal  of  existing  discriminations  against  imports  from  the  United 
States. 

The  principle  of  generalizing  concessions  and  of  equality  of  treat- 
ment, in  short,  tends  not  only  to  lessen  international  commercial  fric- 
tion, but  also  to  bring  about  a  progressive  widening  of  the  scope  and 
range  of  trade  concessions  and  to  increase  total  trade  instead  of  merely 
diverting  it  into  narrower  channels. 


IV.  CONCESSIONS  ON  AGRICULTURAL  PRODUCTS 
OF  BENEFIT  TO  THE  NORTH  CENTRAL  STATES 

Types  of  Concessions  Obtained 

The  concessions  which  the  United  States  has  secured  under  these 
various  trade  agreements  to  the  advantage  of  American  export  trade 
have  taken  several  different  forms.  Merely  to  mention  these  is  to 
call  attention  to  the  manifold  obstacles  with  which  American  export- 
ers have  been  confronted  in  seeking  to  enter  foreign  markets  in  recent 
years. 

(1)  Duty  reductions — Most  numerous  and  most  important  have 
been  actual  reductions  in  the  rate  of  specific  or  ad  valorem  duties 
applicable  to  American  products  as  designated  in  foreign  tariff 
schedules.  These  reductions  have  been  most  inclusive  in  the  agree- 
ments signed  by  Canada,  Cuba,  and  France. 

(2)  Relief  from  special  taxes — In  addition  to  regular  import  duties 
many  countries  have  superimposed  special  excise  taxes  and  fees 
affecting  imports.  Several  of  the  agreements  contain  provisions  for 
exemption  or  abatement  of  these  on  specified  imports  from  the 
United  States.  Thus,  in  the  agreement  with  France  a  wide  range  of 
American  products  are  accorded  reductions  iu  the  French  import 
turnover  tax  from  a  level  of  4  and  6  percent  to  2  percent  of  the  duty- 
paid  value.  The  Netherlands,  which  maintains  an  import  monopoly- 
control  system  over  most  agricultural  imports,  agreed  to  exemptions 
or  reductions  in  monopoly  import  fees  on  a  number  of  animal  and 
vegetable  products  of  importance  in  our  trade,  while  reductions  of 
supplementary  taxes  on  certain  items  were  also  made  by  Belgium 
and  Switzerland.  Canada  made  important  concessions  in  the  appli- 
cation of  its  system  of  advanced  valuations  for  customs  purposes  and 
antidumping  duties.     (Discussed  under  " Vegetables",  post,  p.  37.) 

(3)  Quota  provisions — The  widespread  use  in  recent  years  of  import- 
quota  systems  often  makes  the  size  of  the  quota  allowed  for  the  entry 
of  a  given  product  from  the  United  States  of  more  consequence  than 
the  rate  of  duty  which  applies.  Of  considerable  value  in  many  cases, 
therefore,  are  concessions  on  certain  products  in  the  form  of  "removal 
of  quantitative  limitation",  "increase  in  quantity  previously  allotted 
to  the  United  States",  or  "definite  quantity  assured  admission  from 
the  United  States."  Such  provisions  have  been  of  special  importance 
in  our  agreements  with  France,  Belgium,  the  Netherlands,  and  Swit- 
zerland, particularly  in  respect  to  lard  imports. 

(30) 
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(4)  Purchase  agreements  In  some  countries  where  imports  of  cer- 
tain agricultural  products  are  bandied  exclusively  by  governmental 
or  semigovernmental  monopolies,  assurances  have  been  given  of  pur- 
chases of  minimum  quantities  or  proportions  from  American  sources. 
Thus  France  guaranteed  that  the  French  tobacco  monopoly  would 
take  during  1936  not  less  than  20^  million  pounds  of  American  leaf 
tobacco;  and  the  Netherlands  agreed  to  purchase,  under  stipulated 
price  conditions,  American  wheat  or  flour  equivalent  to  at  least  5 
percent  of  its  domestic  consumption. 

(5)  Bound  rates — In  a  large  number  of  cases  where  products  of 
importance  in  American  export  trade  are  on  the  free  list  or  dutiable 
at  moderate  rates  under  the  tariffs  of  agreement  countries,  conces- 
sions have  taken  the  form  of  a  binding  of  such  items  against  removal 
from  the  free  list  or  against  an  increase  in  the  rate  of  duty  during 
the  lifetime  of  the  agreement.  Although  these  provisions  do  not  in 
themselves  involve  a  reduction  of  trade  restrictions,  such  assurances 
against  future  increases  are  of  considerable  benefit  to  American 
exporters  in  these  days  of  sudden  and  arbitrary  changes  in  foreign 
tariff  rates. 

(6)  Most-javored-nation  assurance — Finally,  as  noted  previously,  all 
agreements  contain  the  general  provision  that  any  future  concessions 
made  by  the  countries  concerned  in  commercial  treaties  with  other 
nations  shall  be  automatically  extended  to  imports  of  like  commodities 
from  the  United  States. 

Extent  of  Concessions  Gained  on  Ageicultural  Products 

In  the  negotiation  of  each  of  these  trade  agreements  every  effort 
was  made  by  the  American  negotiators  to  obtain  freer  entry  for 
American  agricultural  products  into  the  countries  concerned.  In 
view  of  the  fact  that  many  of  these  nations  are  predominantly  agri- 
cultural and  that  even  those  more  highly  industrialized,  like  France 
and  Belgium,  have  carried  agricultural  protectionism  to  unprece- 
dented heights  under  emergency  conditions,  only  limited  concessions 
were  obtainable  at  this  time  on  competitive  agricultural  products. 
The  range  covered  in  these  agreements  is,  however,  extensive  and 
far  reaching.  Tariff  and  tax  reductions  and  liberalization  of  import 
quotas  have  been  obtained  on  agricultural  commodities  which  com- 
prised 31  percent  of  our  agricultural  exports  in  1929  to  the  countries 
with  which  agreements  have  been  signed  (apart  from  France,  for 
which  exact  computations  have  not  yet  been  completed).  In  addi- 
tion these  countries  have  "bound"  on  their  free  lists  or  at  existing 
favorable  rates  agricultural  products  which  accounted  in  1929  for 
a  further  30  percent  of  their  agricultural  imports  from  the  United 
States.  Thus  items  which  made  up  fully  three-fifths  of  the  value 
of  our  total  agricultural  exports  to  these  countries  were  favorably 
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affected  by  the  agreements.  Canada  alone  made  concessions  on 
some  125  agricultural,  horticultural,  and  related  products  which 
in  1929-30  had  accounted  for  50  million  dollars  in  our  total  export 
trade  with  that  country,  but  which  in  1934-35  had  shrunk  to  15 
million  dollars  in  value. 

The  principal  concessions  gained  on  agricultural  products  of  im- 
portance to  the  North  Central  States  are  noted  below.  Although 
several  of  the  agreements  have  not  been  in  force  for  a  sufficient  time 
to  afford  an  adequate  basis  for  measuring  their  effects  on  our  agri- 
cultural export  trade,  some  of  the  beneficial  results  attributable  to 
earlier  agreements  are  also  shown. 

Concessions  on  Packing-House  Products 

As  previously  pointed  out,  the  produce  of  Corn  Belt  farms  is 
mainly  exported  through  midwestern  packing  houses  in  the  form  of 
meats,  lard,  and  other  animal  fats  and  oils.  In  view  of  the  enormous 
shrinkage  which  had  occurred  in  such  exports,  every  effort  was 
made  by  the  American  negotiators  to  obtain  more  favorable  treat- 
ment of  these  items  by  signatory  countries.  An  examination  of 
table  VIII  shows  that  in  every  one  of  the  14  agreements,  except 
that  with  Sweden,  reductions  of  duties  or  quota  increases  were 
secured  on  various  packing-house  products.  On  the  most  impor- 
tant midwest  export  item,  lard,  concessions,  some  of  them  decidedly 
liberal,  were  obtained  in  10  of  the  trade  agreements,  even  from 
certain  countries  which  had  hitherto  virtually  excluded  such  imports. 

In  predepression  years  Cuba  ordinarily  ranked  next  to  the  United 
Kingdom  and  Germany  as  an  importer  of  American  lard.  In  the 
fiscal  year  1929-30  her  purchases  had  amounted  to  nearly  80  million 
pounds.  In  1932-33  she  took  only  about  10  million  pounds.  In 
accordance  with  the  trade  agreement  of  September  1934  Cuba 
undertook  to  lower  its  duty  on  lard  and  lard  oil  from  a  rate  equivalent 
to  9.8  cents  a  pound  to  2.3  cents  during  the  first  year,  scaling  down  to 
1.5  cents  in  the  third  year.  In  addition,  she  agreed  to  abolish,  before 
September  1936,  her  consumption  tax  of  1  cent  a  pound  on  lard. 
As  an  outcome  of  these  substantial  duty  and  tax  reductions,  and  of 
the  increased  dollar  purchasing  power  arising  from  United  States 
concessions  on  sugar  and  other  products,  our  lard  exports  to  that 
island  during  the  first  12  months  after  the  agreement  became  effective 
more  than  tripled  in  value  over  the  preceding  12  months  (from 
$1,066,000  to  $3,289,000).  In  the  calendar  year  1935  Cuban  takings 
exceeded  24%  million  pounds,  equivalent  to  a  quarter  of  our  lard 
exports  to  all  countries  in  that  year.  Canada,  which  lowered  its 
duty  on  lard  by  12  percent  in  the  agreement  which  became  effective 
January  1,  1936,  increased  its  purchases  during  the  first  6  months  of 
this  year  by  83  percent,  compared  to  the  first  half  of  1935,  although 
the  total  quantity,  947,054  pounds,  was  small. 
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TABLE  VIII 

FOBEIQN    CONCESSIONS    ON    LIVESTOCK    PllODUCTS    OBTAINED     BY    THE     (Mill) 

States  in   Trade   AGREEMENTS 


Country  and  item 

Percentage 

reduction  in 

duty 

Quota  or  other  concession 

Belgium 

Lard  and  pork ._ 

Lard  bound  on  free  list;  quotas 

Canned  pork  tongues  _      

25.5 

26^ 

33/3 

58 
50 
25 

14 
65 
14 
12 

equivalent    to    average    im- 
ports, 1929-33 
Also   33  percent  reduction   in 

Brazil 

Hides    and    skins,    prepared    or 

import  excise  tax 

tanned. 

Canada 

Cattle,  sheep,  lambs,  and  goats. _ 

Live  hogs        

United     States    products    ac- 
corded lowest  rates  of  duties 
levied   on   products   of   any 
non-British  country 

Horses 

Beef,  veal,  mutton,  and  lamb — 

fresh. 
Canned  meats  and  extracts 

Bacon,  hams,  pork 

Sausage  casings 

Lard  and  tallow 

Raw  hides  and  skins  _ 

Bound  on  free  list 

Cuba  ° 

Canned  beef,  mutton,  or  pork 

Pickled  or  salted  pork 

6.3 

37.5 

25 

22 

76.4 
60 

40 
20 

37/2 
33/3 
50 

33^3 
50 

Margin  of  preference  to  United 
States  increased  from  20  to 
25  percent 

Margin  of  preference  to  United 

Cured  or  smoked  hams  or  shoul- 
ders. 

Bacon  or  smoked  pork           __   __ 

States  increased  from  20  to 

25  percent 
Margin  of  preference  to  United 

States  increased  from  20  to 

30  percent 
Margin  of  preference  to  United 

Lard  and  lard  oil 

States  increased  from  20  to 
30  percent 

Oleo  oil_          _                  _ 

Colombia 

Tanned  calfskin 

Other  skins,  tanned 

Hams,  sausages,  etc 

Meats,  n.  o.  p 

Lard 

Finland 

Lard __      __ 

On     annual     quota    of     1,000 

France  and  Colonies 

Bacon;  salted  and  pickled  pork 
(certain  cuts). 

metric  tons 
Minimum  rates  accorded 

0  Concessions  extended  to  United  States  only. 
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TABLE  VIII— Continued 

Foreign   Concessions   on   Livestock   Products   Obtained  by  the   United 
States  in  Trade  Agreements- — -Continued 


Country  and  item 


Guatemala 

Lard  and  canned  pork  products-. 
Fresh,    refrigerated,    and    salted 

meats. 
Tanned  leathers 


Haiti 

Certain  tanned  skins 

Beef,  mutton,  or  pork,  fresh  or 

refrigerated. 
Lard 


Beef  and  pork,  smoked,  salted, 
pickled. 

Honduras 

Hams,  sausages,  and  other  meats, 

packed  in  specified  containers. 
Hams,     shoulders,     bacon,     and 

sausages,  smoked. 
Tanned  leather 


Netherlands 

Lard,    oleo   oil,    and   stearin    (of 
specified  grades). 

Horse  meat,  salted 


Nicaragua 

Lard 

Hides  and  skins,  tanned,  etc. 

Switzerland 

Lard 


Sweden 
Salt  pork. 


Percentage 

reduction  in 

duty 


29 


38 
66% 

25 


36-46 
37-51 


17 


50 


Quota  or  other  concession 


Duty  bound  against  increase 
Duty  bound  against  increase 


Concession       conditional      on 

budget  status 
Duty  bound  against  increase 


Bound  on  free  list 


Guaranteed  free  entry  when 
used  for  fabrication  of  mar- 
garine or  for  re-export 

Duty  bound  against  increase 


Duty  bound  against  increase 


Ninety  percent  of  total  per- 
mitted imports  allotted  to 
United  States 


Duty  bound  against  increase 


In  the  case  of  pork  products,  shipments  of  hams,  shoulders,  and 
bacon  to  Cuba  during  the  first  12  months  of  the  agreement  were 
practically  double  those  of  the  preceding  period.  Canada,  which  had 
reduced  its  tariff  by  65  percent  on  these  items,  increased  by  53  percent 
its  takings  of  hams,  shoulders,  and  pickled  and  salted  pork  from  the 
United  States  during  the  first  half  of  1936  over  the  corresponding 
period  of  1935. 

These  increases  in  exports  of  livestock  products  due  to  trade  agree- 
ments are  all  the  more  significant  in  view  of  the  fact  that  during  the 
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fiscal  year  1935  36  American  exports  of  pork  products  bo  all  countries 
wore  46  percent  loss  than  in  1934-35  (69.5  million  pounds  compared  to 
127.7  million  pounds),  while  total  exports  of  animal  Pats  and  oils 
declined  from  274.2  million  to  126.2  million  pounds.  The  greal  reduc- 
tion in  the  number  of  hogB  nnd  cattle  on  farms  following  the  drought 
of  1934  '  and  the  resultant  higher  domestic  prices  of  livestock  products 
have  not  been  favorable  to  extensive  export  movements.  The 
concessions  gained  on  these  items  should  be  of  definite  value,  however, 
in  facilitating  exports  when  domestic  supplies  are  increased  and 
prices  weaken. 

Concessions  on  Other  Agricultural  Products 

Apart  from  products  of  meat-animal  origin,  the  principal  classes 
of  agricultural  commodities  of  direct  interest  to  the  North  Central 
States,  on  which  foreign  concessions  of  various  sorts  have  been 
obtained,  are  indicated  in  table  IX.2  The  importance  of  these 
products  in  our  predepression  agricultural  export  trade,  as  compared 
with  1934  when  trade-agreement  negotiations  were  initiated,  may  be 
judged  from  the  figures  in  the  second  column.  The  table  also  shows 
the  number  of  agreements  on  which  concessions  covering  certain 
items  or  descriptions  in  these  groups  were  secured,  and  indicates  which 
were  included  in  the  three  most  important  agreements,  namely,  those 
with  Canada,  Cuba,  and  France. 

Dairy  and  Poultry  Products — The  most  important  group  here 
is  prepared  milk — condensed,  evaporated,  dried,  and  malted — on 
which  concessions  were  obtained  in  seven  agreements.  This  is  the 
form  in  which  temporary  milk  surpluses  in  dairy  regions  can  be  most 
readily  diverted  into  export  channels,  exports  moving  mainly  in  recent 
years  to  Caribbean  countries  and  the  Philippines.  American  ex- 
ports of  butter,  cheese,  and  eggs  are  normally  small  in  volume  and 
are  exceeded  by  imports  despite  our  high  duties.  Freer  foreign  out- 
lets for  these  products,  however,  are  of  value  in  helping  to  stabilize 
prices  in  seasons  of  abnormally  large  domestic  supplies. 

Grains  and  Grain  Products — Although  a  considerable  number 
of  concessions  have  been  gained  on  various  items  in  this  group,  they 
have  on  the  whole  been  less  substantial  than  those  obtained  on  pack- 
ing-house and  horticultural  products.     In  view  of  the  efforts  made 

1  The  number  of  hogs  on  farms  in  the  North  Central  States  on  Jan.  1,  1935,  was 
only  24,537,000,  compared  to  the  1926-30  average  of  41,030,000.  Although  the 
number  had  risen  to  27,802,000  at  the  beginning  of  1936,  it  was  still  only  about 
two-thirds  of  the  average.  The  record  low  corn  crop  of  1936  points  to  continued 
limitation  of  numbers  for  the  coming  year. 

2  Details  of  concessions  on  agricultural  items  which  are  too  complicated  to  be 
enumerated  here  may  be  found  in  the  analysis  of  each  of  the  trade  agreements 
prepared  by  the  Department  of  State.  The  Congressional  Record  of  July  1,  1936 
(vol.  80,  no.  128,  pp.  10799-10807),  contains  tables  prepared  by  the  Bureau  of 
Foreign  and  Domestic  Commerce  snowing  the  principal  agricultural  concessions 
under  the  various  agreements. 
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in  recent  years  by  practically  all  wheat-importing  countries  to  stimu- 
late and  protect  domestic  production,  the  American  negotiators  ex- 
perienced special  difficulty  in  securing  relaxation  of  existing  import 
restrictions  on  wheat  and  flour.  Here  the  only  concessions  gained  of 
any  account  were  an  increase  in  the  Cuban  preference  on  flour,  milled 
entirely  from  American-grown  wheat,  quota  assurance  for  wheat  by 
Switzerland,  and  the  wheat  and  flour  purchase  agreement  by  the 
Netherlands,  already  noted.  The  abnormally  low  yields  of  most 
grain  crops  this  year  hardly  permit  American  exporters  to  take  cur- 
rent advantage  of  such  concessions  as  have  been  obtained  on  grains. 

TABLE  IX 

•Concessions  Gained  on  Other  Agricultural  Products  of  Benefit  to  the 

North  Central  States 


Classes  of  products  involved 


A.  Dairy  and  poultry  products 

Prepared  milk 

Butter 

Cheese 

Eggs 

Poultry,  dressed  and  live 


B.  Grains  and  grain  products 

Wheat 

Wheat  flour 

Corn 

Cornmeal  and  cornstarch 

Barley  (grain  flour)  and  malt 

Rye  and  rye  flour 

Oats,  oatmeal,  and  rolled  oats 

Breakfast  foods,  prepared 

Crackers  and  biscuits 

Macaroni,  spaghetti,  and  noodles. 


<C.  Vegetables  and  vegetable  preparations 

Potatoes,  white 

Peas  and  beans,  dried 

Onions 

Other  fresh  and  dried  vegetables 

Canned  vegetables:  asparagus,  baked  beans,  peas, 
corn,  tomatoes. 

Canned  soups 

Seeds,  field  and  garden 

Soy-bean  oil.  edible 

Sauces,  seasonings,  and  flavorings 


JD.  Fruits  and  fruit  preparations 

Fresh  fruits 

Apples 

Pears 

Grapes 

Other  fresh  fruits  (excluding  citrus). 

Dried  fruits:  apples,  peaches,  pears... 

Canned  fruits 

Pencbes 

Pears 

Fruits  for  salad 

Jams  and  jellies 


Value  of  United 

States  exports 

(in  thousands 

of  dollars) 


1926-30 
average 


14,  657 

1,877 

836 

6,215 

1,317 


152, 145 

78,  502 

19,  537 

8,776 

27,  457 

6  14,  637 

8,343 

884 

1,974 

791 


2,956 

1,981 

744 


4,925 

2,316 

3,488 

562 


29, 826 
4,515 
2,121 


1934 


4,  .561 
314 
269 
478 
450 


10,  749 

16, 837 

2,269 

2,412 

3,607 

*>5 

1,168 

338 

585 

156 


808 
395 
346 


197 

2,473 

132 


14,  001 
4,082 
1,541 


Countries  granting  concessions 
on  certain  items  of  class 
involved 


Total 
number 


Canada 


X  « 
X« 


X  • 


X  « 
X  • 
X 

x« 

X  ■ 

x« 

X 

X  • 

x« 
x° 


X 
X 
X 
X 

x« 

X 
X 

x« 


Cuba 


France 


X« 

X  * 
X  « 

x« 


X  « 
X  • 


x« 


■°  Reduction  by  \  irtue  of  MFN  clause. 
*  Rye,  as  grain  only. 
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It  may  be  observed  here  that  the  long-run  tendency  is  for  the 
United  States  to  export  a  decreasing  proportion  of  its  grainjjcropa 
(except  perhaps  rice)  as  grain,  while  continuing  to  export  a  substan- 
tia] amount  in  the  form  of  animal  products,  flour,  corn  products,  and 
breakfast  foods.  This,  as  we  have  noted,  is  in  accord  with  the  feed 
and  food,  farm  and  factory  economy  of  the  Midwest  and  is  in  the 
interests  both  of  soil  conservation  and  employment,  as  well  as  involv- 
ing exports  of  higher  unit  value.  Liberalization  of  entry  of  these 
products  into  trade-agreement  countries  is  of  distinct  advantage  both 
to  farmers  and  food  manufacturers  in  the  North  Central  States. 
Canada  is  our  best  customer  for  corn  and  corn  products.  Cuba, 
Brazil,  and  the  Caribbean  countries,  aside  from  the  Philippines,  are 
our  most  reliable  outlets  for  flour,  while  the  Netherlands,  Belgium, 
Canada,  and  Brazil  are  the  principal  buyers  of  our  oatmeal.  Con- 
cessions by  these  countries  are  therefore  of  no  little  significance  to  the 
producers  concerned. 

Vegetables  and  Preparations — United  States  exports  of  veg- 
etables and  vegetable  preparations,  which  had  averaged  $22,057,000  in 
value  during  1926-30,  amounted  to  only  $9,169,000  in  1934.  As  an 
aid  in  recovering  part  of  this  lost  export  trade,  concessions  of  various 
sorts  on  fresh,  dried,  or  canned  vegetables  have  been  obtained  in  all 
of  the  14  trade  agreements,  except  that  with  Belgium.  The  widest 
range  of  reductions  on  this  group  of  products  has  been  made  by  the 
two  countries  which  are  our  most  important  markets  for  vegetables, 
namely,  Canada  and  Cuba.  In  the  agreement  with  the  latter  the 
chief  items  of  interest  to  the  North  Central  States  on  which  duties  were 
substantially  reduced  and  the  margin  of  preference  increased,  include 
white  and  red  beans,  dried  peas,  onions,  white  potatoes,  canned  peas, 
corn,  asparagus,  and  vegetable  soups.  In  1935  American  exports  to 
Cuba  of  white  potatoes,  onions,  and  dried  beans  and  peas,  on  which 
concessions  were  obtained,  were  150  percent  greater  in  value  than  in 
1934  ($1,190,000  as  compared  to  $471,000). 

From  the  standpoint  of  geographical  location  the  North  Central 
States  are  in  a  particularly  favorable  position  to  benefit  from  the  wide 
range  of  concessions  made  by  Canada.  In  1929  United  States  exports 
of  fresh  and  canned  vegetables  (including  sauces  and  pickles)  to  our 
northern  neighbor  had  amounted  to  $7,328,000.  In  1934  their  value 
was  only  $2,843,000.  Following  the  enactment  of  the  Hawley-Smoot 
Tariff  Law  in  1930  Canada  had  imposed  drastic  restrictions  on  compet- 
itive American  horticultural  products,  especially  during  the  Canadian 
marketing  season,  which  had  proved  virtually  prohibitive  for  many 
items.  A  basic  ad  valorem  rate  of  30  percent  on  fresh  vegetables  had 
been  applicable  throughout  the  year,  since  1930,  but  during  the  com- 
petitive season  this  had  been  supplemented  on  most  vegetables,  both 
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by  minimum  specific  rates  in  cents  per  pound  and  by  so-called  ' 'valu- 
ation advances."  Under  the  latter  system  the  official  valuation  of 
these  items  for  customs  purposes  had  been  arbitrarily  assessed  at 
levels  considerably  above  actual  invoice  values.  Furthermore,  the 
difference  between  these  two  values  was  added  to  the  already  inflated 
"regular"  duty  as  an  "antidumping"  duty.  These  methods  of  arbi- 
trary valuations  had  caused  much  complaint  on  the  part  of  American 
exporters,  both  by  reason  of  the  resulting  higher  charges  and  the  uncer- 
tainty involved. 

Under  the  trade  agreement  with  the  United  States,  Canada  con- 
sented to  far-reaching  modifications  of  these  restrictions  on  vegetable 
imports  from  the  United  States.  Not  only  was  the  basic  ad  valorem 
rate  cut  in  half — from  30  to  15  percent — but  the  minimum  specific 
duties  formerly  applied  during  the  competitive  marketing  season  were 
removed  altogether,  except  on  tomatoes.  On  a  number  of  vegetables, 
of  which  tomatoes  are  the  most  important,  the  system  of  advanced 
valuations  has  been  canceled  entirely.  Although  Canada  reserved 
the  right  to  maintain  these  on  about  a  score  of  vegetables  during  the 
competitive  season  she  gave  assurances  that  the  additions  to  the  in- 
voice values  would  not  exceed  80  percent  of  the  lowest  advances  previ- 
ously applied.3  On  canned  beans,  corn,  tomatoes,  and  peas  Canada 
reduced  the  duty  from  3  to  2  cents  a  pound,  and  on  soups  by  29  percent. 

These  far-reaching  concessions  on  vegetables  by  Canada  have  been 
reflected  in  substantial  increases  in  such  exports  to  the  Dominion. 
During  the  first  5  months  of  1936  Canada  imported  $2,200,000  worth 
of  fresh  vegetables  from  the  United  States,  compared  to  $1,900,000 
for  the  same  period  in  1935,  while  her  purchases  of  canned  vegetables 
increased  from  $29,500  to  $36,300.  Among  the  North  Central 
States,  Ohio,  Indiana,  Michigan,  Wisconsin,  and  Minnesota  are  in  a 
specially  favorable  position  to  benefit  from  the. freer  entry  which 
Canada  now  accords  these  products,  particularly  on  such  items  as 
tomatoes,  celery,  cabbage,  onions,  and  canned  beans  and  peas. 

Fruits — Although  American  exports  of  fruit  have  been  better 
maintained  during  the  depression  years  than  those  of  any  other  major 
group  of  agricultural  products,4  their  value  in  1934  was  less  than 
three-fifths  of  the  1926-30  average  (71.7  million  dollars,  compared  to 


3  The  effect  of  the  concession  on  the  charges  applicable  to  those  American 
vegetables  which  still  remain  subject  to  valuation  advances  may  best  be  shown  by 
an  illustration.  Formerly,  if  the  invoice  value  of  a  given  vegetable  were  5  cents 
per  pound  and  if  the  valuation  advance  applicable  were  3  cents  per  pound,  the 
charge  would  have  been  30  percent  on  8  cents,  the  sum  of  the  invoice  value  and 
the  advance  (amounting  to  2.4  cents),  plus  a  dumping  duty  of  3  cents,  represent- 
ing the  advance  in  valuation,  making  a  total  of  5.4  cents  per  pound.  Hereafter 
the  valuation  advance,  if  applied  at  all,  may  not  exceed  2.4  cents  per  pound 
(four-fifths  of  the  former  3  cents),  and  the  duty  in  that  case  will  be  15  percent  of 
7.4  cents  (namely,  1.1  cents)  plus  2.4  cents,  or  a  total  of  3.5  cents  per  pound,  as 
against  the  former  total  of  5.4  cents,  a  charge  35  percent  less  than  before. 

4  This  will  be  apparent  from  an  examination  of  table  IX. 
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120.8  million).  In  every  one  of  the  14  trade  agreements  the  American 
negotiators  obtained  concessions  of  direct  benefit  to  domestic  I'mii 
growers  and  processors.  Although  many  of  these  apply  to  citrus 
fruits,  which  are  not  grown  in  the  North  Central  States,  they  include 

(as  shown  in  table  IX,  class  D)  a  wide  range  of  concessions  on  decid- 
uous-tree fruits  of  which  such  States  as  Michigan,  Ohio,  Indiana, 
Illinois,  and  Missouri  are  substantial  producers. 

Apples  are  the  fruit  whose  production  is  most  widely  distributed 
throughout  the  country  5  and  which  ranks  first  in  value  among  all 
fresh  fruits  in  our  export  trade,  amounting  even  in  1934  to  14  million 
dollars.  In  all  the  trade  agreements,  except  the  Nicaraguan,  con- 
cessions have  been  given  on  fresh  apples,  while  11  of  them  relax 
restrictions  or  bind  against  increases  on  dried  and  canned  apples. 
Among  the  countries  thus  lowering  obstacles  to  American  apple 
exporters,  the  Netherlands,  Sweden,  Belgium,  and  France  have  been, 
next  to  the  United  Kingdom  and  Germany,  the  chief  European  outlets- 
for  American  fresh  and  dried  apples.  Although  detailed  country 
statistics  are  not  available  to  date,  these  concessions  have  undoubtedly 
been  a  substantial  factor  in  the  increase  in  the  value  of  United  States 
exports  of  fresh  and  dried  apples  from  13.6  million  dollars  in  the  crop 
year  1934-35  to  20.9  million  dollars  in  1935-36. 

Pears  and  peaches.  All  of  the  14  trade-agreement  countries  have 
granted  concessions  on  both  pears  and  peaches,  in  fresh,  dried,  or 
canned  form.  Being  more  perishable  than  apples,  pears,  and  especi- 
ally peaches,  tend  to  be  shipped  to  overseas  markets  more  largely  in 
processed  than  in  fresh  form.  This  movement  should  be  facilitated 
by  the  according  of  more  favorable  treatment  to  canned  pears,  peaches,, 
and  salad  fruits  in  each  of  the  agreements  (except  that  with  France) 
and  of  dried  pears  and  peaches  in  10  agreements.  Concessions  on 
fresh  pears  by  all  the  countries  (except  Nicaragua)  have  undoubtedly 
contributed  to  the  rise  of  such  exports  during  the  year  ending  June 
30,  1936,  to  over  124  million  pounds,  the  second  largest  on  record  for 
any  year.  While  the  United  Kingdom  took  nearly  half  of  these 
shipments,  the  four  trade-agreement  countries,  Canada,  France, 
Sweden,  and  the  Netherlands,  jointly  accounted  for  about  40  percent. 
During  this  same  year,  United  States  exports  of  canned  and  dried 
pears  attained  a  value  of  nearly  6  million  dollars. 

Although  the  leading  producing  States  for  apples,  pears,  and 
peaches  lie  outside  the  North  Central  region,  Ohio  and  Michigan 
rank  seventh  and  eighth  among  the  apple-producing  States  (based 
on  1927-31  average  production);  Michigan  and  Illinois  are  exceeded 
only  by  the  Pacific  States  and  New  York  in  pear  production;  while 


5  The  1929  apple  crop,  valued  at  159  million  dollars,  was  distributed  to  the 
extent  of  at  least  $100,000  in  every  State  except  five,  namely:  Florida,  Louisiana,, 
Nevada,  North  Dakota,  and  Wyoming. 
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Illinois,  Michigan,  and  Ohio  rank  among  the  dozen  leading  peach- 
producing  States,  apart  from  California  and  Georgia.  Even  though 
a  particular  State  may  produce  little  of  these  tree  fruits  for  export, 
the  prices  which  its  growers  receive  are  definitely  affected  by  the 
ability  of  dealers  and  canners  to  move  supplies,  wherever  originating, 
into  export  channels. 

Fruit  growers  and  canners  in  the  Midwest  are  likely  to  benefit 
most  directly  by  the  concessions  on  fruits  made  by  Canada.  The 
same  vexatious  restrictions,  noted  in  connection  with  fresh  vegetables, 
had  been  applied  by  that  country  on  noncitrus  fruits.  Under  the 
agreement,  Canada  undertook  to  lower  the  basic  ad  valorem  duty 
on  fresh  fruits  from  20  to  15  percent,  to  waive  minimum  specific 
duties,  to  cancel  or  mitigate  advanced  valuations,  and  to  reduce  by 
20  percent  the  duties  on  canned  fruits,  jellies,  and  jams.  During  the 
12  months  ending  June  30,  1936,  Canadian  imports  of  fresh  fruits 
from  the  United  States  were  more  than  2  million  dollars  greater  than 
in  the  preceding  12-months'  period.  While  this  increase  is  accounted 
for  mainly  by  citrus  fruits,  northern  producers  of  pears,  cherries, 
grapes,  and  strawberries  have  shared  in  the  benefits  of  freer  entry  into 
Canadian  markets. 

Although  Canada  itself  produces  most  of  the  fruits  and  vegetables 
grown  in  the  North  Central  States,  the  earlier  maturing  period  on  the 
American  side  of  the  Great  Lakes,  differences  in  varieties,  and  geo- 
graphical proximity  affecting  transportation  costs,  afford  a  basis  for 
substantial  border  trade  which  Canada's  extensive  concessions  now 
facilitate.  Even  though  the  proportion  of  the  crops  thus  exported 
may  be  distinctly  small,  such  outlets  serve  to  relieve  domestic  market 
pressure  in  seasons  of  heavy  supplies,  and  thus  contribute  to  greater 
price  stability. 

Although  Pacific  and  Southern  States  may  derive  more  direct 
advantage  than  those  in  the  North  Central  region  from  many  of  the 
concessions  obtained  on  products  outside  those  of  meat-animal  and 
grain  origin,  the  resultant  effect  on  the  incomes  of  such  areas  will 
increase  the  capacity  of  their  producers  to  purchase  the  products  of 
midwestern  farms  and  factories,  thereby  diffusing  the  benefits. 


V.  CONCESSIONS  ON  INDUSTRIAL  PRODUCTS  OF 
BENEFIT  TO  THE  MIDWEST  REGION 

A  national  policy  of  trade  liberalization  naturally  involves  efforts 
to  secure  more  favorable  treatment  abroad  for  the  products  of 
American  factories  as  well  as  farms.  As  previously  noted,  exports 
of  the  former  during  the  depression  declined  to  a  greater  extent  in 
physical  volume  than  the  latter,  although  their  prices  were  generally 
better  maintained.  This  reacted  directly  of  course  on  industrial 
employment  and  purchasing  power  and  hence  indirectly  on  farm 
income. 

The  progessive  industrialization  of  the  United  States  has  for 
some  decades  been  reflected  in  the  increasing  proportion  of  our  total 
exports  in  the  form  of  manufactured  goods.  In  1900  nearly  two- 
thirds  of  our  exports  consisted  of  crude  materials  and  foodstuffs. 
In  1930  the  proportion  was  only  a  little  more  than  one-third,  while 
one-half  of  the  total  consisted  of  finished  manufactures  (other  than 
foodstuffs).  This  change  in  the  composition  of  American  export 
trade  shows  a  close  correspondence  with  the  industrial  development 
that  has  characterized  all  but  the  outer  portions  of  the  North  Cen- 
tral region,  the  products  of  whose  farms  have  tended  to  an  increasing 
extent  to  be  absorbed,  either  for  processing  or  direct  consumption, 
by  the  cities  east  of  the  Mississippi  Kiver.  Midwest  farmers  thus 
have  a  close  interest  in  the  recovery  of  industrial  exports  from  the 
East  North  Central  States. 

Since  many  of  the  countries  with  whom  trade  agreements  have 
been  signed  are  predominantly  agricultural,  they  have  been  most 
disposed  to  grant  concessions  on  machinery  and  heavier  manufac- 
tures related  to  the  development  of  their  own  resources  and  indus- 
tries. This  has  been  particularly  the  case  with  such  countries  as 
Canada,  Cuba,  Brazil,  and  Colombia.  At  the  same  time  France, 
one  of  the  most  highly  protectionist  countries  in  Europe,  has  accorded 
its  minimum  rates  and  relaxed  quota  restrictions  on  a  wide  range  of 
American  industrial  specialties.  In  the  case  of  countries  like  Sweden, 
the  Netherlands,  and  Switzerland,  whose  general  tariffs  are  dis- 
tinctly moderate,  concessions  have  more  largely  taken  the  form  of 
bindings  on  the  free  list  or  against  tariff  increases  and,  in  the  case  of 
the  last  two,  of  enlarged  quotas. 

The  total  range  of  concessions  gained  on  industrial  products  is 
exceedingly  wide,  covering  several  hundred  items.  The  most  im- 
portant, however,  apply  to  automotive  products,  electrical  apparatus, 
industrial,    agricultural,    and    business    machinery,    and    various 

(41) 
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specialties  in  which  production  is  more  or  less  concentrated  in  the 
East  North  Central  States.  A  comparison  of  these  industrial  con- 
cessions with  the  analysis  of  leading  midwestern  manufacturers  in 
section  II  of  this  study  suggests  indeed  that  the  East  North  Central 
region  stands  to  benefit  in  a  special  measure  from  the  trade-agree- 
ments program. 

Concessions  Gained  on  Automotive  Products 

No  major  industry  shows  such  a  degree  of  concentration  in  the 
East  North  Central  region  as  does  the  manufacture  of  automobiles, 
and  the  products  of  this  industry  have  come  to  rank  next  to  cotton 
among  the  leading  commodity  groups  in  our  export  trade.  The 
value  of  automotive  exports  had  declined  in  value,  however,  from 
539  million  dollars  in  1929  to  190  million  dollars  in  1934. 

In   all  the  trade  agreements,   with  the  minor  exception  of  the 

Nicaraguan,  concessions  have  been  obtained  on  automotive  vehicles, 

engines,  and  parts  for  assembly  or  replacement.     The  nature  of  the 

concessions  made  by  each  country  is  shown  in  table  X.     Significant 

results  attributable  to  this  easing  of  restrictions  abroad  are  already 

apparent  in  the  movement  of  these  products  to  countries  for  which 

statistics  are  available. 

TABLE  X 

Concessions  Obtained  on  Automotive  Products 
Belgium  agreed  to  reduce  by  15  percent  the  duty  on  passenger  automobiles 
weighing  1,150  kilograms  (2,530  pounds)  or  more  and  on  parts  (including 
engines  and  accessories)  by  amounts  ranging  from  65  to  85  percent.  Be- 
cause of  Belgium's  extension  of  most-favored-nation  treatment  to  the  United 
States  under  the  trade  agreement,  some  of  these  new  duties  on  American 
automobiles  and  parts  were  automatically  reduced  still  further  following  the 
conclusion  of  an  agreement  between  Belgium  and  France.  _ 

Brazil  agreed  to  reduce  the  duties  on  passenger  automobiles,  trucks,  chassis, 
parts,  accessories,  etc.,  by  20  percent  and  agreed  not  to  increase  the  duty  on 
motorcycles.  , 

Canada  reduced  by  12  percent  the  duty  on  passenger  cars  under  $1,200  and  re- 
moved on  such  cars  the  existing  excise  tax  of  5  percent  of  duty-paid  value. 
Oxi  other  motor  vehicles  and  chassis  the  duty  was  reduced  by  25  percent,  on 
motorcycles  by  30  percent,  and  on  engines  for  cars,  trucks,  and  busses,  by 

Colombia  granted  reductions  in  the  duties  on  automobiles,  trucks,  busses,  parts,, 
etc.,  ranging  from  20  to  50  percent. 

Cuba  agreed  to  a  reduction  of  50  percent  in  the  duty  on  cheaper  automobiles  and 
reduced  the  duty  on  higher  priced  cars  by  amounts  ranging  from  12%  to  6\f 
percent;  on  trucks  the  reductions  ranged  from  6  to  12/2  percent;  on  chassis, 
an  average  of  about  25  percent;  and  on  paits,  accessories,  and  motorcycles, 
approximately  12  percent. 

France  granted  a  reduction  of  50  percent  in  the  minimum  duties  on  chassis  lor 
passenger  automobiles  within  specified  quota  limits,  granted  supplementary 
quotas  for  passenger  cars,  chassis,  and  bodies  and  for  automobile  parts  and 
accessories  which  are  under  quota  restrictions,  and  gave  assurances  against 
increase  in  duties  on  certain  other  automobile  parts  and  accessories  which  are 
not  under  quota  restriction. 

Guatemala  agreed  not  to  increase  the  present  moderate  duty  on  trucks  and  busses, 
provided  for  the  binding  of  the  present  20  percent  ad  valorem  basic  import 
duty  on  passenger  automobiles  and  chassis,  and  eliminated  the  surcharge  on 
cars  with  list  prices  in  excess  of  $1,000,  which  has  amounted  to  an  additional 
1  percent  ad  valorem  for  every  increase  of  $100  or  fraction  thereof  m  the  list 
price  up  to  a  maximum  of  50  percent  ad  valorem. 
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Switzerland  agreed  to  double  its  quota  on  the  importation  of  A.merioan  automo- 
biles (4,812  units  will  now  be  admitted  annually  instead  of  2, 106)  and  bound 

the  import  duty  against  increase. 
Finland,  the   Xcthcrlands,   Sweden,    Haiti,  and  Honduras  agreed    I.,   hind   against 
increase   during   the   lifetime    of   their   respective   agreements    their    present 
moderate  duties  (free  entry  in  the  case  of  Honduras)  on  automotive  vehicles, 
chassis,  and  parts. 

In  the  case  of  Cuba,  with  whom  the  first  agreement  came  into  effect 
in  September  1934,  the  number  of  American  passenger  cars  exported 
to  that  island  during  the  10  months  preceding  July  1,  1936,  was 
2,809  compared  to  only  482  units  for  the  same  months  in  1933-34. 
The  value  of  these,  together  with  parts  for  replacement,  rose  from 
$515,000  to  $2,228,000.  The  reductions  made  by  Canada  of  12  per- 
cent on  cheaper  passenger  cars  and  of  25  percent  on  other  motor 
vehicles  have  been  followed  by  a  virtual  doubling  of  the  number 
of  such  units  exported  to  the  Dominion  during  the  first  6  months 
of  1936  as  compared  to  the  first  half  of  1935.  The  value  of  these 
rose  from  1.5  million  dollars  to  3.4  million.  On  the  other  hand,  ex- 
ports of  automobile  parts,  on  which  no  change  in  duty  was  made, 
declined  from  15.6  million  dollars  to  13.7  million,  thus  indicating  a 
shift  toward  exportation  in  a  form  in  which  a  greater  amount  of 
American  labor  is  embodied.  In  the  case  of  Brazil  the  value  of 
exports  of  American  automotive  vehicles  and  parts  averaged  a  mil- 
lion dollars  monthly  during  the  first  4  months  of  1936,  representing 
an  increase  of  23  percent  over  the  same  months  of  1935.  During 
the  first  year  of  the  agreement  with  Belgium  her  purchases  of  auto- 
mobile parts  from  the  United  States  amounted  to  10.3  million  dollars 
compared  to  5.6  million  in  the  preceding  12-month  period,  although 
there  was  a  slight  falling  off  in  imports  of  American  cars — the  reverse 
of  the  Canadian  situation. 

The  value  of  exports  of  American  automobiles  and  parts  to  all 
countries  in  the  first  half  of  1936  was  133  million  dollars.  While 
this  was  nearly  three  times  as  great  as  in  the  first  half  of  1932,  it  was 
still  only  about  two-fifths  of  the  1929  level.  Although  in  view  of 
the  development  of  the  motor  industry  in  other  countries  the  1929 
volume  may  not  be  fully  regained,  such  modifications  of  foreign- 
import  restrictions  as  have  been  secured  through  trade  agreements 
are  a  highly  important  factor  in  facilitating  recovery  in  this  major 
branch  of  American  export  trade.1  In  such  complex  manufactures 
as  motors,  chassis,  and  bodies,  increased  production  for  foreign  mar- 
kets, while  highly  concentrated  in  a  relatively  few  Northern  Central 
cities,  involves  a  derived  demand  for  rubber  tires,  steel  products,2 

1  In  this  connection  it  is  significant  to  note  that  General  Motors  has  recently 
(Aug.  1936)  announced  its  intention  to  build  a  new  assembly  plant  in  New  Jersey 
and  that  one-third  of  its  designed  production  of  120,000  cars  a  year  is  scheduled 
for  export  shipment. 

2  During  1936  about  one-quarter  of  the  output  of  American  steel  mills  has  been 
absorbed  by  the  automotive  industry. 
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metals,  wood,  glass,  leather,  upholstery  materials,  paints,  varnishes, 
lacquers,  and  chemicals,  which  tends  to  be  diffused  not  only  through- 
out the  North  Central  region,  but  also  into  other  widely  distributed 
areas  of  the  country. 

Concessions  on  Machinery  and  Equipment 

As  emphasized  in  section  II  the  design  and  production  of  standard 
and  special-order  machinery  equipment  and  machine  tools  is  one  of 
the  most  distinctive  features  of  the  industry  of  the  East  North 
Central  States.  Concessions  won  through  trade  agreements  on  this 
complex  group  of  products  have  been  far  reaching,  as  indicated  by 
the  summary  in  table  XI.  This  has  been  particularly  the  case  in 
the  agreement  with  Canada,  whose  reductions  cover  nearly  a  hundred 
tariff  classifications  in  this  group. 

TABLE  XI 

Trade  Concessions  Gained  on  Machinery  and  Equipment  of  Benefit  to 
the  East  North  Central  States 


Classes  of  products 
involved 


Agricultural 
Cultivating  and  harvest- 
ing machinery. 
Tractors  and  parts 


Industrial 

Power-generating  machin- 
ery (excluding  electric 
and  automotive) . 

Metal-working  machinery. 

Construction  and  convey- 
ing machinery. 

Mining,  well,  and  pump- 
ing machinery. 

Electrical 
Power-plant  equipment... 

Motors,  starters,  control- 
lers. 
Batteries 


Electric  household  appli- 
ances. 

Electric  refrigerators  and 
parts. 

Radio  apparatus 


Value  of  United 

States  exports  (in 

thousands  of 

dollars) 


1926-30 
average 


Other     electrical 
ment. 


equip- 


Business  machines  and  equip- 
ment 

Accounting  and  calculat- 
ing machines. 

Cash  registers  and  parts.. 


Typewriters  and  parts. 


42, 951 

58, 724 

25,239 

30, 383 
22,188 

43,  778 

19, 727 
14, 647 
8,944 
5,510 
9,145 
15,  259 

17, 330 

12, 021 
8,069 

20,962 


1934 


6,358 
11, 926 

6,591 


21, 780 
5,533 


24, 214 


4,802 
3,986 
1,630 
13, 572 
24, 856 

7,396 

7,554 
2,509 

10,951 


Countries  granting  concessions 


Duty  reductions  or  quota 
concessions 


Canada,  Cuba,  France. 
Canada,  France 


Canada,  Cuba,  France 


Canada,  Cuba,  France 

Canada,  Cuba,  France 


Canada,     Cuba, 
France 


Brazil, 


Canada,  Cuba,  France — 
Canada,  Cuba,  France — 


Canada,    Cuba, 

Brazil 
Canada,  Cuba.. 


France, 


Canada,  Cuba,  France, 
Switzerland 

Canada,  Cuba,  France, 
Switzerland,  Belgium, 
Haiti,  Guatemala,  Bra- 
zil 

Canada,  Cuba,  France... 


Canada,  Cuba,  Belgium, 
Switzerland,  Colombia 

Canada,  Cuba,  Belgium, 
Switzerland,  Colombia, 
France 

Cuba,  Belgium,  Switzer- 
land, Colombia,  France 


Tariff  bindings 


Brazil,  Sweden,  Colombia 

Cuba,  Brazil,  Netherlands, 
Nicaragua,  Colombia 


Colombia,  Nicaragua 


Colombia,  Nicaragua 
Colombia,  Nicaragua 

Colombia,  Nicaragua 


Colombia,  Haiti,  Nicara- 
gua 

Colombia,  Haiti,  Nicara- 
gua 

Colombia,  Haiti,  Nicara- 
gua 

Colombia,  Brazil 

Brazil,  Netherlands,  Fin- 
land, Haiti 
Colombia,  Nicaragua 


Haiti,  Colombia 


Brazil,  Netherlands,  Fin- 
land, Guatemala 
Brazil,  Finland 


Brazil,  Netherlands,' Fin- 
land, Nicaragua,  Guate- 
mala 
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During  the  first  half  of  1936  exports  of  American  industrial  ma- 
chinery 3  to  Canada — most  of  which  were  affected  by  the  agreement — 
exceeded  12  million  dollars  in  value,  or  an  average  of  2  million  dollars 
a  month.  This  was  equivalent  to  an  increase  of  43  percent  over  the 
corresponding  months  of  1935.  Among  the  classes  of  special  impor- 
tance to  East  North  Central  States  the  following  groups  may  be  noted: 


Group 

Value  of  United  States  ex- 
ports to  Canada  (in  thou- 
sands of  dollars) 

Percent  in- 

Jan.-June, 
1935 

Jan. -June, 
1936 

crease 

Farm  implements __   _   _ 

3,021 

3,399 

1,102 

363 

198 

5,078 

4,488 

1,564 

538 

518 

68 
32 
42 

Electrical  apparatus  (including  radio) 

Metal-working  machinery  __  __       

Accounting  and  calculating  machines 

Refrigerators  (mainly  electric) 

48 
161 

While  general  agricultural  and  industrial  recovery  in  Canada  has 
been  an  underlying  influence  in  the  marked  expansion  of  such  exports 
to  the  Dominion,  the  tariff  reductions  made  by  that  country  and  the 
increased  purchasing  power  over  American  goods  which  our  reciprocal 
concessions  have  made  available  to  Canadians,  have  undoubtedly 
been  major  factors  in  the  greater  relative  increase  in  our  industrial 
exports  to  Canada  than  to  the  world  at  large. 

Although  Cuba  uses  machinery  and  heavy  equipment  to  a  much  less 
extent  than  Canada,  our  exports  of  the  following  products  on  which 
Cuba  granted  concessions  have  shown  increases  as  noted  below: 


Concession  classes 

Value  of  United  States  ex- 
ports to  Cuba  (in  thou- 
sands of  dollars) 

Percent 

Sept.  1933  to 
June  1934 

Sept.  1935  to 
June  1936 

increase 

Iron  and  steel  semi-manufactures. 

331 
296 

30 

69 
2.4 

838 

847 

60 
324 

34.3 

153* 

Radio  apparatus _. 

186 

Stationary  motors  and  accessories. 

100 

Electric  refrigerators   _  _ 

370 

Accounting  and  calculating  machines 

1,329 

While  these  items  are  small  in  absolute  value,  the  Cuban  import  move- 
ment is  indicative  of  expanding  export  possibilities  in  response  to 
reciprocal  trade  concessions. 

3  Including  sewing  and   washing  machines,  but  excluding  agricultural  and 
electrical  machinery. 
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Exports,  stimulated  by  trade  agreements,  of  heavier  manufactures 
in  the  form  of  transportation  equipment,  machinery,  electrical  appa- 
ratus, etc.,  involve  a  reflected  increase  in  demand  for  the  products  of 
the  basic  iron,  steel,  and  nonferrous  metal  industries  having  an 
important  place  in  such  States  as  Ohio,  Illinois,  Indiana,  and  Wiscon- 
sin, which  in  turn  is  transmitted  to  the  iron  mines  of  Minnesota  and 
the  lead  mines  of  Missouri.  An  extensive  range  of  concessions  has 
also  been  obtained  on  the  products  of  steel-rolling  mills  and  steel- 
fabricating  plants,  particularly  in  the  agreements  with  Canada,  Cuba, 
and  France.  The  first-named  country,  which  possesses  no  com- 
mercial iron  mines  of  its  own,4  is  one  of  the  world's  major  importing 
nations  for  iron  and  steel  products.  Despite  the  tariff  preference 
which  Canada  still  extends  to  the  mother  country  on  iron  and  steel 
products,  Canadian  imports  of  rolling-mill  products  from  the  United 
States  during  the  first  half  of  1936,  amounting  to  6.2  million  dollars, 
showed  a  30-percent  increase  over  those  of  the  first  6  months  of  1935, 
compared  to  an  11 -percent  increase  for  such  imports  from  the  United 
Kingdom.  While  Cuba  is  a  much  smaller  consumer  of  steel,  her  pur- 
chases from  the  United  States  of  concession  classes  of  rolling-mill 
and  steel- works  products  (as  shown  above)  were  2%  times  as  great 
in  the  10  months  ending  June  1936  as  in  the  same  months  preceding 
the  agreement. 

Concessions  on  Other  Manufactures 

It  would  be  tedious  to  describe  the  range  of  industrial  products 
affected  by  the  various  trade  agreements.  That  with  Canada  alone 
means  reduced  charges  on  nearly  600  nonagricultural  items  and  sub- 
items  of  the  Canadian  tariff,  covering  products  which  accounted  for 
367  million  dollars  of  our  export  sales  to  that  country  in  1929-30. 
The  concession  items  in  the  Cuban  and  French  agreements  are  simi- 
larly inclusive.  A  few  instances  may  be  noted,  however,  outside  the 
field  of  the  motor  and  machinery  industries,  of  trade  benefits  secured 
for  exporters  in  certain  other  branches  of  manufacture  which  are  of 
importance  in  various  North  Central  States. 

The  rubber-tire  industry,  so  conspicuously  concentrated  in  Ohio, 
benefits  not  only  from  the  easing  of  foreign  restrictions  on  the  entry 
of  assembled  motor  vehicles,  but  also  from  direct  concessions  on 
rubber  tires  and  inner  tubes  in  every  agreement  except  that  with 
Belgium.  Various  classes  of  other  rubber  manufactures  (boots  and 
shoes,  belting,  hose,  etc.)  are  given  favorable  treatment  in  10  agree- 
ments, Canada  and  Cuba  making  reductions  -  on  practically  all 
rubber  goods. 

4  The  blast  furnaces  of  Nova  Scotia  obtain  their  iron  ore  from  Newfoundland, 
while  those  in  Ontario  use  mainly  Minnesota  ores. 
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Concessions  on  hatha-  products  appear  in  every  one  of  the    il 
agreements.    Although  the  United  States  is  a  heavy   importer  of 

hides  and  skins,  its  exports  of  dressed  leathers  and  Leather  manu- 
factures had  averaged  over  64  million  dollars  during  1926-30.  In 
1934  they  amounted  to  only  about  one-third  of  that  figure.  While 
the  American  leather  industry  shows  a  heavy  concentration  in  the 
eastern  States  of  Massachusetts,  New  York,  Pennsylvania,  and 
New  Jersey  (especially  in  the  tanning  and  manufacture  of  imported 
hides  and  skins),  Illinois  and  Missouri,  and  to  a  lesser  extent  Wiscon- 
sin, occupy  an  important  place  in  the  production  of  leather  from  the 
hides  and  skins  emanating  from  midwestern  packing  plants.  Missouri 
specializes  in  the  manufacture  of  cut  stock  for  boots  and  shoes,  while 
Illinois  is  one  of  the  leading  States  in  the  production  of  leather 
belting. 

Eight  of  the  agreements  contain  concessions  on  paints,  varnishes, 
enamels,  and  lacquers,  of  which  between  6  and  7  percent  of  the  indus- 
try's output  was  exported  in  1929.  Canada  and  France,  both  of 
which  grant  reductions  on  these  items,  have  been,  next  to  the  United 
Kingdom,  our  principal  foreign  customers  for  such  products.  Illinois, 
Ohio,  and  Michigan  stand  with  New  York,  New  Jersey,  and  Pennsyl- 
vania as  the  six  leading  States  in  the  paint  and  varnish  industry,  to 
which  the  treatment  of  automobile  bodies  and  metal  furniture  has 
given  a  distinctive  American  development. 


Increases  in  exports  of  items  on  which  duty  reductions  or  quota 
modifications  have  been  secured  through  trade  agreements  have  not 
ensued  in  all  cases.  In  fact  instances  of  actual  decreases  are  to  be 
found.  Currents  of  trade  are  not  changed  overnight  and  the  Ameri- 
can product  is  not  always  best  suited  to  the  requirements  of  a  par- 
ticular country.  Price  and  terms  of  sale  are  all-important  consid- 
erations, and  the  demand  for  specific  imports  depends  on  trade 
conditions  in  individual  countries.  Nonetheless,  the  lowering  of 
artificial  import  restrictions  and  the  removal  of  trade  discriminations 
places  the  American  exporter  on  a  more  favorable  competitive  basis. 
It  is  significant  that  in  the  first  4  months  after  the  Canadian  trade 
agreement  went  into  effect  Canada's  imports  from  the  United  States 
of  products  on  which  duties  were  reduced,  increased  15  percent  over 
the  preceding  year,  while  her  purchases  of  the  same  commodities 
from  the  rest  of  the  world  showed  an  increase  of  only  5  percent.  In 
the  same  period  American  exports  to  Brazil  of  products  on  which 
duties  were  lowered  rose  by  20  percent  over  the  same  months  in  1935, 
while  exports  of  nonconcession  commodities  declined  by  1.8  percent. 
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Role  of  the  Midwest  in  Recovery  of  Exports  of  American 

Manufactures 

As  noted  at  an  earlier  point  in  this  study  the  manufacturing  indus- 
tries of  the  Midwest  region,  arising  later  than  in  the  northeastern 
States,  have  been  conspicuous  for  originality  and  ingenuity  in  the 
design  and  development  of  new  products  and  specialties  and  in  the 
application  of  new  techniques  and  mass-production  methods.  Its 
motor  vehicles,  tractors,  reaper-thresher  combines,  power  shovels, 
Diesel  locomotives,  machine  tools,  business  machines,  automatic 
scales,  electric  refrigerators,  etc.,  are  largely  products  which  are  not 
dependent  on  tariff  protection,  which  command  high  favor  abroad, 
and  which  are  gaining  a  rapidly  increasing  share  of  our  total  export 
trade.5  While  the  spread  of  industrialization  throughout  the  world 
tends  to  reduce  the  relative  importance  in  international  trade  of  cer- 
tain of  the  older  staple  manufactures  such  as  the  cheaper  grades  of 
textiles  and  simpler  iron  and  steel  products,  the  very  process  of  indus- 
trialization in  newer  or  awakened  countries  involves  the  importation 
of  machinery  and  machine  tools.  American  exports  of  metal-working 
machinery  in  the  first  half  of  1936  were  17  percent  greater  in  value 
than  in  the  corresponding  period  of  the  boom  year  1929,  and  the 
National  Machine  Tool  Builders'  Association  reported  in  August  that 
foreign  orders  had  accounted  for  32.8  percent  of  the  total  business  of 
the  industry  in  1936.  Exports  of  American  electric  household  refrig- 
erators in  the  first  half  of  1936  were  49  percent  greater  than  in  the 
same  period  of  1935,  and  121  percent  above  those  of  1929. 

In  a  changing,  dynamic  world,  initiative  and  adaptability,  persist- 
ence in  improvement,  and  a  disposition  to  blaze  new  technical  paths 
are  essential  in  maintaining  a  country's  place  in  export  trade  in 
manufactures.  These  are  qualities  which  have  been  conspicuous 
among  industrialists  in  the  Midwestern  States.  The  reciprocal  trade- 
agreements  program  seeks  to  assist  such  enterprise  by  bringing  about 
the  reduction  of  artificial  barriers  and  discriminations  abroad  and  by 
making  it  economically  possible  for  foreigners  to  pay  for  the  American 
products  which  they  are  desirous  of  procuring. 

5  In  an  article  on  "Renaissance  in  our  Foreign  Trade"  in  Barron's  Weekly 
(Aug  3,  1936),  Mr.  Gardner  Harding  observes:  "A  very  large  part  of  this  manu- 
facturing for  export  is  done  in  the  Middle  West.  .  .  .  It  is  not  New  York  or 
Philadelphia  whose  factories  have  the  largest  number  of  branches  abroad— the 
city  of  Toledo  claims  this  distinction.  It  is  not  on  the  Coast  where  our  largest 
export  industry  gives  employment,  but  in  Detroit,  Indianapolis,  South  Bend,  and 
other  central-state  cities  where  the  automotive  industry  nourishes.  It  is  in  Ohio 
and  Wisconsin  where  our  export  machinery  is  having  its  most  striking  growth,  in 
the  Chicago  and  St.  Louis  belts  whence  comes  a  large  share  of  our  export  agri- 
cultural equipment,  electrical  manufactures,  and  pharmaceutical  goods. 
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While  the  concessions  gained  on  manufactured  products  through 
the  trade  agreements  are  of  direct  benefit  to  the  industrial  exporting 
groups  concerned,  they  are  indirectly  in  the  interests  of  Midwest 
agriculture  as  well.  Insofar  as  the  widening  group  of  trade  agree- 
ments— becoming  operative  at  a  time  when  world  economic  recovery 
is  definitely  under  way — contributes  to  the  revival  of  American  indus- 
trial exports  and  of  employment  and  wage  incomes  in  our  cities,  the 
•effect  is  inevitably  transmitted  to  the  Nation's  farms.  This  is  par- 
ticularly true  with  respect  to  the  Midwest  farming  region,  since  a 
much  higher  proportion  of  its  animal  products  (apart  from  lard)  are 
normally  consumed  domestically  than  is  the  case  with  the  cotton, 
tobacco,  and  rice  crops  of  the  South,  the  wheat  crops  of  the  Pacific 
Northwest,  or  even  some  of  the  fruit  crops  of  California. 

Consumers  expenditures  for  meats,  poultry,  and  dairy  products 
have  been  found  by  the  Bureau  of  Agricultural  Economics  to  fluctu- 
ate in  close  relationship  to  variations  in  the  income  of  the  nonfarm 
population,  as  graphically  shown  in  the  following  chart: 


CONSUMER  INCOME  AND  EXPENDITURE  FOR 
LIVESTOCK  PRODUCTS  BY  MONTHS,  1  921-35 

(  SEASONALLY  ADJUSTED.  1924-29  =  100  ) 


PERCENT 


100 
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It  has  ako  been  found  that  the  cash  income  of  American  farms  has  been 
equivalent  year  in  and  year  out  to  an  amount  slightly  less  than  the 
size  of  the  factory  pay  rolls  of  the  country,  and  that  the  farm  cash 
income  of  the  10  States  included  in  the  North  Central  division  in  the 
administration  of  the  Soil  Conservation  Act6  has  amounted  quite 
consistently  to  about  one-third  of  the  total  wages  paid  to  factory 
employees  in  the  United  States.  These  relationships  are  shown  more 
specifically  in  the  following  table. 

Faem  Cash  Income  in  Relation  to  Factory  Pay  Rolls 
(In  millions  of  dollars) 


1924 

1929 

1932 

1935 

(1)  United  States  factory  pay 
rolls ___ 

10,  241 

9,785 

3,625 
35.  4% 

11,  607 

10,  479 

3,869 
33.  3% 

4,948 

4,328 

1,603 
32.  4% 

7,627 

(2)   United  States  farm  cash  in- 
come                  - 

°  6,  700 

(3)  Farm    cash    income    of     10 

North  Central  States 

(4)  Ratio  of  (3)  to  (l)-_-     

2,713 
35.  5% 

. 

°  Excluding  benefit  payments. 


In  view  of  the  foregoing  it  is  evident  that  any  increase  in  indus- 
trial employment,  arising  out  of  larger  exports  of  manufactures 
facilitated  by  trade-agreement  arrangements,  may  be  expected  to 
be  reflected  in  greater  home  demand  for  the  meat,  poultry,  dairy, 
and  horticultural  products  of  midwestern  farms,  supplementing 
whatever  recovery  may  be  realized  in  exports  of  these  products 
themselves. 

e  This  includes  all  the  "census"  North  Central  States,  except  Kansas  and 
North  Dakota,  in  which  wheat  growing  is  more  important  than  the  livestock 
industry. 


VI.    CONCESSIONS    GRANTED    BY    THE    UNITED 
STATES  AND  RECENT  IMPORT  MOVEMENTS 

The  policy  of  reciprocal  trade  agreements  necessarily  involves 
the  granting  of  concessions  on  our  part,  as  well  as  the  gaining  of 
concessions  from  foreign  countries.  In  a  bargaining  sense  the 
former  represent  the  price  paid  to  obtain  the  latter.  Any  reci- 
procity arrangement,  by  its  very  nature,  involves  a  measure  of 
mutual  "give  and  take."  In  the  last  analysis  it  is  only  through 
receiving  imports  on  a  less  restricted  scale  that  we  can  expect  to 
reestablish  our  exports  and  enlarge  the  total  volume  of  trade. 

Imports  fall  roughly  into  two  main  classes:  noncompetitive  and 
competitive.  The  former  consists  of  commodities  produced  either 
not  at  all  or  in  only  negligible  amounts  in  the  United  States,  such 
as  rubber,  tin,  nickel,  natural  silk,  coffee,  tea,  and  bananas.  The 
latter  comprises  those  products  of  which  our  consumption  is  jointly 
supplied,  in  varying  proportions,  by  domestic  and  foreign  producers. 
In  some  cases,  as  with  sugar,  manganese,  fiber  flax,  and  olive  oil, 
the  bulk  of  our  supplies  is  imported.  With  other  commodities, 
such  as  potatoes,  shell  eggs,  coal,  or  shoes,  imports  may  be  normally 
less  than  1  percent  of  domestic  production.  Generally  speaking, 
the  American  tariff,  as  overhauled  in  1930,  admits  "noncompetitive" 
products  free  of  duty,  while  taxing  those  of  a  competitive  nature 
at  rates  ranging  from  moderate  to  prohibitive.  In  recent  years 
from  60  to  65  percent  of  the  value  of  our  total  imports  has  entered 
duty  free.  This  appearance  of  tariff  liberality,  however,  is  mis- 
leading, since  it  will  be  apparent  that  the  more  restrictive  the  duti- 
able rates  prove  to  be,  the  smaller  will  be  the  ratio  of  dutiable  to 
total  imports. 

On  a  very  large  number  of  items  the  only  concession  made  by  the 
United  States  in  the  trade  agreements  was  an  undertaking  not  to 
remove  suc^  articles  from  their  existing  free-list  status,  nor  to  in- 
crease the  present  rates  on  certain  dutiable  articles  during  the  life- 
time of  the  agreements  involved.  While  these  assurances  were  of 
no  little  value  to  foreign  exporting  countries  concerned,  they  did 
not  in  themselves  involve  any  change  in  our  tariff  structure. 

In  determining  the  actual  duty  reductions  to  be  exchanged  with 
trade-agreement  countries,  the  American  negotiators  had  to  take 
three  main  considerations  into  account:  (1)  the  importance  of  the 
foreign  country  as  a  supplier  of  the  item  in  question;  (2)  the  prob- 
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able  effects  of  the  duty  reduction  on  domestic  producers  of  the 
commodity;  (3)  the  possible  benefits  of  such  reduction  to  domestic 
users  of  the  product.  Information  on  these  matters  had  been  care- 
fully prepared  by  the  qualified  Government  agencies.  The  resultant 
concessions  were  based  on  a  balancing  of  these  various  interests  and 
designed  to  give  compensating  benefits  to  the  negotiating  country 
without  jeopardizing  the  position  of  domestic  producers  concerned. 

Concessions  Granted  on  N  on  agricultural  Products 

It  has  been  charged  that  in  the  framing  of  the  trade  agreements 
most  of  the  concessions  made  by  the  United  States  have  been  made 
at  the  expense  of  farmers  for  the  benefit  of  industrial  exporters. 
As  a  matter  of  record,  by  far  the  largest  number  of  duty  reductions 
actually  made  under  the  trade  agreements  have  been  on  items  out- 
side the  agricultural  schedule  in  the  tariff.1 

In  the  Belgian  agreement  reductions  were  made  on  certain  classes 
of  iron  and  steel,  plate  glass,  cement,  cordage,  shotguns  and  parts, 
etc.  In  the  agreement  with  Sweden  duties  were  lowered  on  certain 
descriptions  of  high-grade  iron  and  steel,  ball  and  roller  bearings, 
cutlery  and  tools,  stoves,  safety  matches,  wrapping  paper,  and 
granite.  Switzerland  was  accorded  reductions  on  watch  movements, 
coal-tar  dyes,  certain  high-grade  textile  specialties,  and  miscella- 
neous machines.  France  was  likewise  given  more  favorable  treat- 
ment on  such  distinctive  French  manufactures  as  wines  and  liqueurs, 
perfumes  and  cosmetics,  silk  fabrics  and  laces,  jewelry,  gloves,  and 
corsets.  Brazil  was  granted  a  reduced  rate  on  manganese  ore — a 
mineral  in  which  the  United  States  is  lacking  in  high-grade  deposits. 

In  the  agreement  with  Canada  the  most  important  nonagricultural 
product  affected  was  softwood  lumber  on  which  the  combined  duty 
and  excise  tax  of  $4  per  thousand  feet  was  cut  in  half.  With  a  view 
to  safeguarding  the  lumber  industry  of  the  North  Pacific  States, 
imports  of  Douglas  fir  and  western  hemlock  at  the  reduced  rate  were 
limited  to  250  million  board  feet  per  year,  equivalent  to  about  5 
percent  of  the  domestic  consumption  of  these  species  in  recent 
years.  Other  nonagricultural  products  on  which  duty  reductions 
were  extended  to  Canada  included  whisky,  certain  classes  of  fish, 
patent  and  harness  leather,  acetic  acid  (used  mainly  in  rayon  manu- 
facture), certain  refractory  and  other  minor  minerals,  etc. 

1  This  will  be  apparent  from  an  examination  of  the  list  of  "Changes  in  Import 
Duties  Since  the  Passage  of  the  Tariff  Act  of  1930,"  issued  by  the  Tariff  Com- 
mission, June  1,  1936.  Changes  in  the  agricultural,  sugar,  and  tobacco  schedules 
occupy  only  7  of  the  36  pages  listing  duty  reductions,  together  with  increases  in 
duty  under  the  flexible  provisions  of  the  Tariff  Act.  This  is  more  or  less  m 
accordance  with  the  structure  of  the  tariff  itself,  in  which  the  number  of  para- 
graphs relating  to  dutiable  nonagricultural  products,  with  their  greater  diversity 
and  more  specialized  classification,  greatly  exceeds  the  number  in  the  agricultural 
schedules. 
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Most  of  these  Articles  (apart  from  lumber  on  which  quota  limits 
are  applied)  arc  specialties  of  the  respective  countries  accorded  reduc- 
tions, with  domestic  production  of  corresponding  items  distinctly 
limited.  It  will  be  seen  also  that,  apart  from  French  luxury  articles, 
many  of  these  products  are  for  use  in  more  advanced  manufactures  or 
construction.  The  more  complicated  and  specialized  manufactures 
become,  the  greater  becomes  the  dependence  on  special  minerals, 
chemicals,  textile  materials,  semimanufactures,  machinery,  and 
accessories,  which  some  foreign  country  can  often  best  supply  for  the 
purpose.  Although  the  automotive  industry  has  become  a  leader  in 
our  export  trade,  the  manufacture  of  automobiles  involves  the  im- 
portation of  constituent  materials  from  at  least  a  score  of  different 
countries.  Lower  duties  on  the  materials  and  accessories  of  manu- 
facturing contribute  therefore  to  reductions  in  the  cost  of  production 
and  thus  to  eventually  lower  prices  for  consumers. 

Farmers  have  long  complained  about  the  high  tariff  protection 
accorded  domestic  manufacturers.  The  wider  and  more  extensive 
modification  of  protective  duties  on  industrial  products,  under  the 
operation  of  the  Trade  Agreements  Act,  is  a  movement  which  they 
should  now  welcome,  especially  at  a  time  of  upward-moving  prices. 
Certainly  the  lowering  of  duties  on  lumber  and  cement  is  in  the 
interest  of  farm  owners  as  well  as  urban  home  builders  and  public 
bodies. 

Concessions  Granted  on  Agricultural  Products 

Since  the  exports  of  several  of  the  countries  with  whom  trade  agree- 
ments have  been  concluded  are  largely  agricultural  in  origin,  the 
securing  of  freer  entry  into  their  markets  for  our  own  farm  and 
factory  export  commodities  necessarily  involved  certain  concessions 
on  our  part  with  respect  to  particular  agricultural  products  which 
such  countries  have  normally  supplied  us.  These  concessions, 
however,  have  been  so  selected  and  qualified  as  to  safeguard  the 
general  interests  of  American  agriculture.  The  Trade  Agreements 
Act,  as  noted,  precludes  the  free  listing  of  any  dutiable  article. 
Where  duties  have  been  actually  lowered,  the  agreement  rates  have 
been  generally  set  at  levels  intermediate  between  those  of  the 
Fordney-McCumber  tariff  of  1922  and  the  Hawley-Smoot  tariff 
of  1930.  In  many  cases  the  duty-reduced  items  have  been  so 
described  as  to  apply  to  particular  agricultural  specialties  of  the 
country  concerned  which  are  produced  either  not  at  all  or  in  only 
very  limited  amounts  in  this  country.  Where  the  concessions 
have  been  broader  in  scope  they  have  generally  been  accompanied 
by  limitations  as  to  the  quantity  which  may  be  admitted  at  the  lower 
rates,  or  the  months  when  reduced  duties  apply.     To  a  considerable 
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extent,  moreover,  the  concession  items  are  products  of  which  farmers 
themselves  are  the  principal  users. 

Tropical  Countries  and  Cuba. — The  agricultural  concessions 
granted  by  the  United  States  may  be  considered  briefly  in  relation 
to  three  groups  of  countries,  namely:  (1)  tropical  countries;  (2) 
European  countries;  and  (3)  Canada.  Most  of  the  tropical  agri- 
cultural exports  of  Brazil,  the  Caribbean  countries,  and  Netherlands 
Indies,  being  of  a  noncompetitive  nature,  were  already  on  the  free 
list,  so  that  our  agricultural  concessions  to  these  countries  (apart 
from  Cuba)  for  the  most  part  consisted  merely  of  a  binding  of  the 
duty-free  status  of  such  products. 

Quia  —The  preferential  duty  reductions  on  agricultural  products 
in  the  Cuban  agreement  were  of  course  limited  exclusively  to  that 
country.  The  most  important  single  product  affected  was  sugar, 
which  in  1929  had  constituted  four-fifths  of  the  value  of  our  total 
imports  of  208  million  dollars  from  that  island.  Under  the  Tariff 
Act  of  1930  the  rate  of  duty  applicable  to  Cuban  raw  sugar  (96° 
centrifugal)  had  been  raised  to  2  cents  a  pound.  This  action,  in 
combination  with  the  subsequent  collapse  in  sugar  prices  on  world 
markets,  had  resulted  in  the  value  of  Cuban  sugar  exports  to  the 
United  States  falling  in  1933  to  one-quarter  of  their  1929  level,  and 
had  been  the  major  factor  in  the  economic  prostration  and  revolu- 
tionary troubles  of  that  island.  Under  the  Cuban  trade  agreement 
the  duty  on  Cuban  raw  sugar  was  lowered  to  0.9  cent  a  pound. 
This  reduced  rate  applied,  however,  only  to  the  import  quota  allotted 
Cuba  under  the  Jones-Costigan  Sugar  Control  Act  of  1934,  which 
reserved  the  equivalent  of  approximately  30  percent  of  the  annual 
domestic  sugar  consumption  to  continental  beet  and  cane  producers 
and  distributed  the  remaining  70  percent  among  our  insular  posses- 
sions, Cuba,  and  a  fringe  of  full-duty  countries.  Cuba's  1934  import 
allotment  of  1.86  million  tons  was  still  only  about  four-fifths  of  its 
1929  shipments  to  this  country. 

The  only  North  Central  States  in  which  sugar-beet  production  is 
of  any  commercial  importance  are  Michigan,  Nebraska,  and  Ohio, 
in  which  266,000  acres  were  harvested  in  1935.  The  combined  beet- 
sugar  output  of  these  three  States  was  equivalent  to  only  about  3 
percent  of  the  Nation's  sugar  consumption  in  that  year.  The  rela- 
tively small  number  of  growers  in  these  States  are  legitimately  pro- 
tected by  the  system  of  quantitative  regulation  of  sugar  imports. 
The  Corn  Belt,  moreover,  has  derived  a  direct  advantage  from  the 
restoration  of  Cuban  purchasing  power  through  the  more  liberal 
treatment  of  her  major  export,  since  Cuban  imports  of  American  lard 
and  meat  products  expanded  in  value  from  1.4  million  dollars  in 
1933  to  4.2  million  dollars  in  1935. 


The  oilier  agricultural  products  on  which  American  concessions 
were  extended  to  Cuba — tobacco  and  tobacco  products,  pineapples, 
and  certain  early  fruits  and  vegetables — do  not  affect  producers  in 
the  North  Central  States.2  Competitive  effects  upon  producers  in 
Southern  States  are  mitigated  by  limiting  the  application  of  the  re- 
duced rates  on  fruits  and  vegetables  to  "off  season"  months,  and 
although  a  reduction,  subject  to  quota  limitation,  had  been  granted 
on  Cuban  wrapper  and  filler  tobacco,  the  original  rates  were  restored 
on  March  17,  1936,  following  abandonment  of  the  tobacco  adjust- 
ment program  after  the  Supreme  Court  decision  on  the  Agricultural 
Adjustment  Act. 

European  Countries — United  States  concessions  on  agricultural 
products  in  the  agreements  with  the  six  European  countries  have 
been  limited  to  certain  specialties  or  restricted  classes  which  are  either 
not  commercially  produced  in  this  country  or  in  which  only  a  small 
number  of  domestic  producers  are  engaged.  Concessions  on  certain 
classes  of  foreign  cheese  are  contained  in  the  agreements  with  Switzer- 
land, Finland,  France,  and  the  Netherlands.  Those  with  the  first 
two  countries  apply  to  Emmenthaler  and  Gruyere  process  cheese,  on 
which  a  minimum  ad  valorem  duty  of  20  percent  is  retained.  Amer- 
ican production  of  Emmenthaler  or  " Swiss"  cheese  is  largely  concen- 
trated in  three  counties  of  Wisconsin,  and  more  than  doubled  in 
quantity  between  1928  and  1935.  It  does  not  compete  on  a  price 
basis  with  cheese  imported  from  Switzerland  which  commands  a  con- 
siderable premium  among  certain  classes  of  consumers.  The  lower- 
ing of  the  minimum  ad  valorem  rate  from  35  to  25  percent  on  Edam 
and  Gouda  cheese  in  the  Netherlands  agreement,  and  on  Roquefort 
(made  from  sheep's  milk)  and  blue-mold  cheese  in  the  French  agree- 
ment, apply  to  specialties  of  the  countries  concerned,  of  which  there 
is  virtually  no  corresponding  commercial  domestic  production. 

The  Netherlands,  famed  for  its  horticultural  specialization,  is  ac- 
corded more  favorable  entry  for  its  flower  bulbs,  some  dozen  varieties 
of  vegetable  seeds,  cabbage,  pearl  barley,  split  peas,  pickled  onions, 
and  potato  starch,  as  well  as  cocoa  and  chocolate.  Duty  reductions 
on  field  and  garden  seeds  are  of  benefit  to  agriculture  since  to  most 
farmers  seed  is  an  item  of  cost.  With  a  retained  duty  of  1%  cents  a 
pound  on  cabbage,  imports  will  be  attracted  only  when  domestic 
prices  are  unusually  high.  Potato  starch,  used  chiefly  in  the  textile 
industry  for  sizing,  is  domestically  produced  on  only  a  small  scale 
from  cull  potatoes  in  a  few  factories  in  Maine.  It  is  higher  in  price 
than  cornstarch  with  which  it  competes  in  only  minor  uses. 

2  Under  the  agreement  the  duty  on  corn  from  Cuba  was  reduced  to  10  cents  a 
bushel,  60  percent  below  the  general  rate.     In  the  10  months  preceding  July  1, 
1936,  however,  only  707  bushels  had  come  in  from  Cuba. 
78346—36 2 
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The  only  agricultural  concessions  made  to  France,  apart  from 
Roquefort  cheese,  were  on  maraschino  or  candied  cherries,  canned 
mushrooms,  and  vanilla  beans.  Although  Michigan  is  a  consider- 
able producer  of  cherries  for  the  maraschino  trade,  the  reduced  duty 
is  still  equivalent  to  about  75  percent  on  an  ad  valorem  basis.  Im- 
ports from  France  in  1935  amounted  to  only  $4,270.  In  the  Belgian 
agreement  the  only  agricultural  concessions  were  on  flax,  preserved 
peas,  endives,  and  chicory.  Practically  no  flax  is  grown  for  fiber  in 
the  United  States,  the  laborious  processes  of  hand  pulling  and  retting 
not  appealing  to  the  American  farmer.  Production  of  peas  for 
canning  is  an  important  specialty  in  Wisconsin,  but  the  reduced  duty 
of  VA  cents  a  pound  is  still  adequately  protective.  No  agricultural 
items  were  affected  by  the  agreement  with  Sweden. 

It  will  be  apparent  that  while  the  moderate  concessions  granted  by 
the  United  States  on  the  above  agricultural  or  horticultural  special- 
ties are  of  considerable  value  to  the  four  or  five  European  countries 
concerned,  they  affect  very  few  American  farmers  in  a  competitive 
way,  and,  through  the  concessions  which  they  have  helped  to  pur- 
chase for  the  United  States,  involve  a  net  advantage  for  Midwest 
agriculture  as  a  whole. 

Agricultural  Concessions  Granted  to  Canada 

The  farmers  of  the  North  Central  States  have  shown  more  concern 
over  the  concessions  on  agricultural  products  granted  to  Canada 
than  over  those  in  any  other  trade  agreement.  This  is  understand- 
able in  view  of  their  close  proximity  to  the  Canadian  provinces  and 
the  fact  that  many  of  Canada's  agricultural  products  are  definitely 
competitive  with  those  raised  in  these  States.  The  effect  on  Ameri- 
can farmers  of  these  concessions  to  our  northern  neighbor  have,  how- 
ever, been  greatly  exaggerated. 

As  noted  in  section  IV,  whereas  the  number  of  agricultural  and 
related  products  on  which  Canada  reduced  its  duties  to  the  United 
States  numbered  about  125,  those  on  which  import  restrictions  have 
been  modified  by  this  country  under  the  Canadian  agreement  are 
only  about  a  score  in  number.  The  items  affected  and  the  extent 
of  the  duty  reductions  in  each  case  are  listed  in  table  XII.  The 
figures  in  the  same  table  showing  the  comparative  value  of  receipts 
of  these  items  from  Canada  in  1929  and  1934  afford  impressive  evi- 
dence of  the  extent  to  which  the  Smoot-Hawley  tariff  of  1930,  in 
combination  with  falling  prices,  tended  virtually  to  wipe  out  Canada's 
agricultural  export  trade  with  this  country,  and  thereby  provoke 
defensive  and  retaliatory  restrictions  against  American  products. 
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TABLE  XII 
Duty     Reductions     Granted    to    Canada    on     Agricultubal     Products 
a.  items  on  which   reduced  rates  applicable  only  to  bpecifibd  quotas 


Item 

Unit  of 
duty 

Tarifl 

of  1922 

Tariff 
of  1930 

Agreement  rate 

Reduced-duty 

quol 

annum 

Imports  from 
Ida    (in 
inda  of 
dollars) 

Cattle 
Over  700  lbs 

lb 

lb. 

lb 

gal 

cwt 

°20 

°20 
200 

500 

3(4 

2^0 

30 

56.60 

750 

20 
1M 
lHt 

350 
f                     600 
1  (Dec.-Feb.) 
1                  450 
I  (Mar.-Nov.) 

155,799  head 
51,933     " 
20,000     " 
1,500,000  gal. 

{  750,000  bu. 

1929 
9,  900 
1,000 
500 
5,184 

600 

/.'/;; 

Under  175  lbs 

3 
2 
.1 

223 

Dairy  cows,  over  7C0  lbs... 
Cream.. _ 

Seed  potatoes:  white,  certi- 
fied. 

°  Weighing  1,050  pounds  or  more. 
b  Weighing  less  than  1,050  pounds. 


B.   PRODUCTS  NOT  SUBJECT  TO   QUOTA  PROVISIONS 


Item 


Cheddar  cheese,  in  original 
loaves. 


Live  poultry 

Chickens,  dead 

Horses,  valued  under  $150 
per  head. 

Maple  sugar. 

Apples 

Cherries,  in  natural  state... 

Strawberries,  fresh  or  in 
brine. 

Blueberries,  preserved  or 
frozen. 

Peas,  green  (July  1-Sept. 
30). 

Turnips  and  rutabagas 

Hulled  oats,  unfit  for  hu- 
man consumption. 

Hay ___ 


Grass  and  forage-crop  seeds: 

Alfalfa 

Alsike  clover 

Sweet  clover 

Timothy 

Blue  grass 


Unit  of   duty 


lb- 


lb... 
lb... 
each. 


ad.  val. 
lb 


cwt. 
bu.. 


Tariff  of 
1922 


50     but 

not  less 

than 

25%  ad 

valorem 

30 

60 

$30 

40 
250 
20 

VM 

35% 
10 

120 
150 

$4  per 
long  ton. 

40 
40 
20 
20 
20 


Tariff  of 
1930 


70  but 
not  less 
than 
35%  ad 
valorem 
80 

100 

$30 

80 

250 

20 

im 

35% 

30 

250 
160 

$5  per 
short  ton. 

80 
80 
40 
20 
50 


Agree- 
ment 
rate 


50     but 

not  less 

than 

25%  ad 

valorem 

40 

60 

$20 

40 
150 

10 
%t 

25% 

20 

12H0 


$3   per 
short  ton 

40 
40 
20 
10 
2M 


Imports  from  Canada 
(in  thousands  of  dollars) 


(all 


1929 
1,805 


347 

10 

179 

2,250 
475 

27 
47 

100 

20 

901 
small 

282 


31 

1,173 

60 


119 


1934 
140 
(all  cheese) 


5 

1 

364 


455 
17 
50 
15 


651 
small 


160 


.1 


From  an  examination  of  this  concession  list  it  will  be  apparent  that  a 
large  number  of  the  products  affected  are  those  of  which  farmers  them- 
selves are  the  principal  buyers— such  as  horses,  cows  for  dairy  pur- 
poses, live  cattle  (of  feeder  weights),  seed  potatoes,  hay,  oats  and 
turnips  for  feed,  grass  and  forage-crop  seeds.  Since  these  are  cost 
items  for  most  farmers,  the  possibility  of  importing  such  products  at 
reduced  rates  of  duty  when  domestic  prices  are  unduly  high,  is  dis- 
tinctly in  the  interests  of  livestock  feeders  and  dairymen  in  the 
Northern  States. 
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In  the  second  place  it  will  be  noted  that  imports  at  reduced  rates  of 
duty  of  the  more  important  products  of  a  competitive  nature  are  lim- 
ited to  very  moderate  quotas.  In  the  case  of  beef  cattle  weighing 
700  pounds  or  more  the  annual  reduced-duty  quota  of  155,799  head 
represents  only  three-fourths  of  1  percent  of  the  average  annual  domes- 
tic slaughter  of  cattle  (including  calves)  during  the  period  1928-32. 
For  calves  under  175  pounds  the  quota  of  51,933  head  is  equivalent 
to  one-fourth  of  1  percent  of  the  same  base,  considerably  less  than  the 
actual  average  imports  from  Canada  of  74,400  head  during  1925-29. 
The  quota  of  1,500,000  gallons  for  cream  is  much  below  the  average 
imports  of  4,392,000  gallons  during  the  same  years.  In  the  case  of 
certified  seed  potatoes  the  25  percent  reduction  of  duty  is  limited 
both  seasonally  (March  through  November)  and  quantitatively,  to  an 
amount  (750,000  bushels)  representing  about  5.5  percent  of  the  average 
domestic  production  during  the  preceding  5  years. 

In  the  third  place,  it  will  be  seen  that  the  reduced  rates  on  most 
items  are  higher  than,  or  at  least  as  high  as,  those  established  under 
the  Fordney-McCumber  Tariff  Act  of  1922.  Only  in  the  case  of 
horses,  cows  imported  for  dairy  purposes,  and  timothy  seed  (articles 
used  by  farmers  themselves)  and  a  few  horticultural  items  are  the 
trade-agreement  rates  lower  than  under  the  tariff  of  1922.  American 
producers  are  therefore  still  accorded  a  generous  measure  of  protection. 

Agricultural    Imports    from    Canada    Under    the    Trade 

Agreement 

Considerable  alarm  has  been  expressed  in  certain  quarters  over  the 
entry  of  farm  products  from  Canada  since  the  agreement  with  that 
country  went  into  effect  at  the  beginning  of  the  present  year.  The 
extent  of  imports  of  items  upon  which  duties  were  reduced,  during 
the  first  6  months  of  1936,  as  compared  with  the  first  half  of  1935  (un- 
der the  Hawley-Smoot  tariff  rates)  is  shown  in  table  XIII.  An  exam- 
ination of  entries  of  the  more  important  commodities  does  not 
indicate  that  mid  western  agricultural  interests  have  been  injured  by 
such  movements. 

Cattle  Imports — The  most  important  item  affected  by  the 
Canadian  agreement  has  been  live  cattle.  Ever  since  about  1910 
the  United  States,  with  its  rapidly  growing  population  and  with  the 
continued  extension  of  crop  acreage  into  western  farm  lands,  has 
been  on  a  net  deficit  basis  for  cattle.  Imports  prior  to  1930  con- 
sisted mainly  of  thin  steers  from  western  Canada  which  were  shipped 
out  through  the  South  St.  Paul  and  Chicago  stockyards  to  feed  lots 
in  the  Corn  Belt.  Smaller  numbers  of  lightweight  "native"  cattle 
were  brought  in  from  Mexico,  mainly  to  replace  stockers  sold  off 
ranches  in  Texas  and  the  Southwest.     Imports  have  been  largest 
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in  years  when  domestic  prices  of  slaughter  cattle  bore  a  favorable 
relationship  to  eosts  of  feed  grains.    Although  under  the  Fordney- 

McCumber  Tariff  Act  cattle  (which  had  been  on  the  free  list  be- 
tween 1913  and  May  1921)  were  dutiable  at  2  cents  a  pound  (if 
weighing  over  1,050  pounds)  and  IK  cents  (if  under  that  weight), 
imports  had  averaged  over  500,000  head  annually  in  1928-29  when 
domestic  beef  prices  were  high.  The  raising  of  duties  in  1930  (to 
2  and  3  cents  a  pound,  with  the  dividing  weight  at  700  pounds)  was 
followed  by  a  continued  decline  in  American  cattle  prices  which  so 
discouraged  imports  that  by  1934  they  fell  to  less  than  58,000  head, 
of  which  only  1,825  came  in  from  Canada.  Although  the  same 
duties  were  in  effect  in  1935  the  sharp  rise  in  domestic  cattle  prices 
during  that  year  3 — due  partly  to  industrial  recovery  and  partly  to 
drought-induced  shortages  of  domestic  cattle 4 — resulted  in  over 
364,000  head  being  brought  in  over  the  tariff,  of  which  Canada 
supplied  about  30  percent. 

TABLE  XIII 

United  States  Imports  from  Canada  of  Agricultural  Products  on  Which 
Duties  Have  Been  Reduced 


Commodity 

Unit 

Quantity 

Value  (in  thousands 
of  dollars) 

Jan.-June 
1935 

Jan.-June 
1936 

Jan.-June 
1935 

Jan.-June 
1936 

Cattle 
Weighing  less  than  700  lbs.° 

thousand  head 

do     

22 
50 

44 
114 

816 
3,109 

776 

Weighing  700  lbs.  or  over  . 

5,978 

do 

Total 

72 

158 

3,925 

6,754 

Poultry 
Live 

thousand  pounds 

do 

do 

4 

.16 

412 

227 

3,078 

3 

41 
.5 

900 

.5 
1,016 
52 
761 

1,974 
89 
46 

339 

89 

3,826 

6.055 

12,  670 

23 

59 

2 
.05 
51 
.5 
363 

27 

236 

3 

41 

.5 
154 
522 
305 

357 
11 
9 

55 

Dressed 

Cheddar  cheese.. 

21 
493 

Cream...       

gallons 

8 

Horses  (valued  not  over  $150)  

head 

million  pounds.. 

do 

1,523 

Vegetables 
Seed  potatoes  (white).. 

322 

Turnips  and  rutabagas 

365 

Peas,  green 

do 

Fruits 
Blueberries,  frozen 

thousand  pounds 

do 

449 

119 

2,941 

4 

40 

1 
89 
740 

23 

Apples,  cherries,  and  strawberries... 

10 

Maple  sugar 

do 

477 

Hay 

25 

Oats,  hulled  b 

thousand  bushels 

thousand  pounds. 

do 

14 

Grass  and  other  forage  seeds 
Timothy 

.5 

Canada  blue  grass 

6 

Other- 

do 

37 

Grand  total 

6, 026 

10, 167 

°  Cattle  weighing  less  than  175  pounds  were  affected  by  the  Canadian  trade  agreement.    However,  this 
item  was  not  separately  classified  in  the  United  States  import  statistics  prior  to  1936. 
b  1935  figures  apply  to  all  oats;  1936  figures  to  concession  class  only. 

3  Through  1932  the  weighted  average  price  of  beef  steers  in  Chicago  had 
been  $5.42  per  hundredweight.     In  1935  the  average  price  was  $10.26. 

4  In  the  forced  liquidation  of  cattle  herds  arising  out  of  the  great  drought  of 
1934,  the  Government  purchased  over  eight  million  cattle,  most  of  which  had 
to  be  immediately  slaughtered. 
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Under  the  operation  of  the  Hawley-Smoot  tariff  Canadian  cattle- 
men had  been  much  more  severely  affected  than  Mexican  ranchers, 
whose  cattle  shipments  fell  almost  entirely  in  the  lower  dutiable 
weight  class.  The  classification  of  cattle  for  rate  adjustment  pur- 
poses in  the  agreement  with  Canada  was  such  that  the  benefit  of 
the  concession  fell  chiefly  to  Canada  even  though  it  was  extended 
also  to  Mexico  (and  other  countries)  under  the  most-favored-nation 
principle.  Cattle-import  movements  during  1936  bear  this  out, 
Canada  supplying  88  percent  of  quota  cattle  entries.  The  number 
of  cattle  of  all  classes  coming  in  from  Canada  during  the  first  half 
of  1936  have  indeed  been  85,617  more  than  in  the  corresponding 
period  of  1935.  On  the  other  hand  total  entries  from  Mexico  have 
been  fewer  by  nearly  29,892  head.  The  net  increase  from  both 
sources  up  to  July  1  was  therefore  only  55,725  head.  As  entries 
have  slackened  substantially  since  May  and  as  the  quota  for  heavier 
beef  cattle  was  90  percent  filled  by  August  8  and  that  for  calves 
completely  exhausted,  it  is  probable  that  total  dutiable  imports  for 
the  calendar  year  1936  may  fall  below  the  364,263  head  of  cattle  and 
calves  imported  in  1935  under  the  Hawley-Smoot  rates. 

The  decline  in  prices  of  beef  cattle  which  has  occurred  on  American 
markets  since  the  beginning  of  the  year  has  been  widely  attributed  to 
the  influx  of  imported  cattle,  stimulated  by  the  tariff  concessions  to 
Canada.  The  real  explanation  of  this  recession  appears  to  lie,  how- 
ever, in  the  exceptionally  heavy  domestic  marketings  of  fat  cattle 
as  an  outcome  of  the  extensive  feeding  operations  during  the  latter 
part  of  1935,  stimulated  by  the  high  prices  of  slaughter  cattle  and 
abundant  feed  supplies.  Federally  inspected  domestic  slaughter  of 
cattle  and  calves  (on  a  live  weight  basis)  during  the  first  half  of  1936 
was  16  percent  greater  than  the  1931-35  average  for  the  same  months.5 
The  total  live  weight  of  all  dutiable  cattle  imported  from  January 
through  June  was  equivalent  to  only  2.3  percent  of  the  concurrent 
domestic  slaughter,  and  the  increase  in  imports  of  54  million  pounds 
over  the  first  half  of  1935  represented  only  0.7  percent  of  such  total 
slaughter.  The  class  of  cattle  on  which  prices  have  declined  most 
during  1936  has  been  prime  and  choice  steers,  the  average  price  in 
June  being  $8.78  a  hundredweight,  as  compared  to  $11.20  in  Jan- 
uary— a  fall  of  33  percent.  Receipts  of  such  cattle  at  Chicago  were 
almost  double  those  of  the  preceding  year,  although  practically  none 
of  this  class  came  in  from  Canada.  On  the  other  hand  there  was  a 
decline  between  the  same  months  of  only  9  percent  in  the  average 
price  of  medium-grade  cattle,  despite  the  fact  that  80  percent  of  the 
slaughter  cattle  from  Canada  fell  in  this  class.     It  is  apparent,  there- 

6  Federally  inspected  cattle  slaughter  constitutes  about  two-thirds  of  total 
slaughter  in  the  country. 
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fore,  thai  the  recession  in  slaughter-cattle  prices  is  to  be  accounted 

\ov  mainly,  if  not  almost  wholly,  by  the  domestic  situation. 

Although  the  heavier  receipts  of  Canadian  slaughter  steers  and 
calves  on  northern  markets,8  especially  in  April  and  May,  have  exposed 

shippers  in  the  North  Central  States  to  somewhat  greater  competi- 
tion, the  importation  of  feeder  cattle  at  the  lower  rate  of  duty  lias 
been  definitely  to  the  advantage  of  cattle  feeders  in  the  Corn  Belt.7 
The  profitableness  of  feeding  operations  depends  upon  the  relation- 
ship of  the  prices  of  feeder  animals  and  feed  grains  to  the  price  of 
beef,  and  since  the  duty  of  6  cents  a  pound  on  beef  has  remained 
unchanged,  the  lower  rate  as  applied  to  feeder  cattle  tends  to  affect 
the  margin  to  the  advantage  of  cattle  finishers.8 

Cheddar  Cheese  and  Cream — Next  to  cattle,  cheese  has  been 
the  agricultural  product  of  which  imports  from  Canada  under  the 
trade  agreement  have  aroused  most  discussion.  Receipts  of  Canadian 
cheddar  cheese  have  shown  a  marked  increase,  totaling  for  the  first 
6  months  3,826,000  pounds,  as  compared  to  478,000  pounds  of  all 
cheese  from  Canada  in  the  first  half  of  1935  under  the  Hawley-Smoot 
tariff  rates.  Despite  this  marked  increase,  imports  from  Canada 
have  been  equivalent  to  only  1.64  percent  of  concurrent  domestic 
production  which  during  1936  has  attained  record  proportions. 
Although  prices  of  American  (cheddar)  cheese  on  the  Wisconsin 
Cheese  Exchange  showed  the  usual  seasonal  decline  between  January 
and  May  of  this  year  (falling  from  16.1  cents  in  January  to  12.8  cents 
per  pound  in  May),9  subsequent  months  have  witnessed  an  advance. 
The  July  figure  of  16.6  cents  is  4  cents  above  that  of  July  1935,  and 
even  higher  than  that  of  January  of  this  year.  The  fact  is  that 
consumers'  expenditures  for  cheese  have  been  more  than  keeping  pace 
with  both  increased  domestic  production  and  increased  imports. 
According  to  estimates  of  the  Bureau  of  Agricultural  Economics, 
domestic  consumers  have  expended  98  million  dollars  for  cheese  of 
all  kinds  during  the  first  6  months  of  1936,  compared  to  81  million 
dollars  in  the  first  half  of  1935.  Entries  of  cheddar  cheese  from 
Canada  were  heaviest  in  April  when  1.5  million  pounds  came  in. 
The  June  receipts  of  493,000  pounds  were  equivalent  to  only  three- 
fourths  of  1  percent  of  the  domestic  cheddar  cheese  production  of 

6  Most  of  the  imports  from  Canada  of  calves  and  of  the  greater  portion  of 
steers  for  slaughter  have  come  in  through  Buffalo  and  northeastern  customs 
districts.  Receipts  of  feeder  cattle  from  western  Canada  have  been  concen- 
trated mainly  at  St.  Paul,  Sioux  Falls,  S.  Dak.,  and  Chicago. 

7  According  to  inspection  records  of  the  Bureau  of  Animal  Industry  about 
one-third  of  all  cattle  imports  from  Canada  have  been  classed  as  stockers  and 
feeders. 

8  Against  the  increase  in  live-cattle  imports  from  Canada,  there  is  to  be  noted 
a  decline  in  beef  imports  from  that  country  from  4.64  million  pounds  in  the  first 
half  of  1935  to  1.24  million  pounds  in  January- June  1936. 

9  In  9  of  the  11  years  from  1925  to  1935,  inclusive,  prices  on  the  Wisconsin 
Cheese  Exchange  showed  a  persistent  downward  trend  between  January  and 
May  or  June. 
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that  month.  In  recent  years  about  95  percent  of  Canada's  total 
exports  of  cheddar  cheese  have  gone  to  the  United  Kingdom  where 
it  enjoys  free  preferential  entry.  Movements  into  the  United  States 
(where  a  duty  of  5  cents  a  pound  still  applies)  are  therefore  not  likely 
to  be  of  appreciable  volume  except  at  times  when  the  duty-paid 
returns  to  Canadian  shippers  are  more  attractive  than  those  from 
sales  in  the  competitive  British  market. 

Imports  of  cream  from  Canada,  which  had  been  virtually  eliminated 
after  the  raising  of  the  duty  to  56.6  cents  a  gallon  in  1930,  showed 
during  the  first  half  of  1936  a  startling  increase  in  percentage  terms 
(2,570  percent)  over  the  paltry  227  gallons  which  had  come  in  during 
the  same  months  of  1935.  The  actual  receipts  of  6,055  gallons — 
which  came  in  almost  entirely  from  Quebec  to  Vermont — were 
equivalent,  however,  to  less  than  two-fifths  of  1  percent  of  the  annual 
reduced-duty  quota  of  1,500,000  gallons  permitted  under  the  agree- 
ment. Actually,  the  tariff  quota  of  1,500,000  gallons  is  equivalent, 
in  terms  of  milk,  to  about  one-tenth  of  1  percent  of  our  annual  pro- 
duction of  milk  and  to  about  eight-tenths  of  1  percent  of  our  produc- 
tion in  the  North  Atlantic  States,  the  principal  area  in  which  Cana- 
dian cream  would  compete.  Prices  of  cream  in  New  York  and  New 
England  markets  have  evidently  not  been  high  enough  to  attract 
Canadian  cream  over  the  retained  import  duty  of  35  cents  a  gallon. 

Other  Concession  Items — Imports  of  certified  seed  potatoes,  the 
bulk  of  which  have  come  from  the  Maritime  Provinces  into  New 
York  and  New  England  States,  have  been  about  eight  times  as  large 
as  during  the  corresponding  months  of  the  preceding  year.  The 
movement  has  been  stimulated  less  by  the  reduction  in  duties  than 
by  the  sharp  rise  in  domestic  potato  prices  in  recent  months.  In 
July  1936  prices  of  certified  seed  potatoes  were  from  $1.40  to  $1.80 
per  bushel  higher  than  in  July  1935.  The  lower  duties  on  seed  stock 
have  therefore  been  to  the  advantage  of  domestic  potato  growers. 
Imports  of  turnips  and  rutabagas,  showing  an  increase  of  43  percent 
over  the  first  half  of  1935,  have,  like  seed  potatoes,  come  in  mostly 
by  water  from  the  Maritime  Provinces  to  New  York  and  New  England. 
Although  Minnesota  and  Wisconsin  are  the  chief  producing  States 
for  these  vegetables,  their  shipments  do  not  compete  in  Atlantic 
markets.  Receipts  of  Canadian  maple  sugar  (mainly  from  Quebec) 
have  almost  tripled.  Most  of  the  sap  tapped  from  maple  trees  on 
the  farms  of  the  principal  producing  States,  Vermont,  New  York, 
and  Ohio,  is  marketed  as  syrup,  comparatively  little  being  converted 
into  sugar  on  farms.  The  United  States  has  always  depended 
largely  on  Canada  to  supplement  its  domestic  supplies  of  maple 
sugar.  While  receipts  of  the  latter  have  increased,  there  has  been 
a  decline  in  imports  of  maple  syrup  on  which  no  reduction  in  duty 
was  made  under  the  agreement. 
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Imports  from  Canada  of  poultry,  both  live  and  dressed,  have  also 
shown  substantial  percentage  increases.  The  total  half-year  entries 
of  some  425,000  pounds  appear  insignificant,  however,  when  it  is 
recalled  that  in  1934  the  city  of  New  York  alone  received  204  million 
pounds  of  dressed  poultry  and  7,64 1  carloads  of  live  poultry.  Imports 
of  horses  (valued  not  over  $150),  numbering  12,670  head,  were  four 
times  as  large  as  in  the  first  half  of  1935,  but  like  seed  potatoes,  these 
represent  imports  of  which  farmers  themselves  are  the  users. 

In  the  case  of  such  concession  items  as  hay,  hulled  oats,  grass  and 
Jorage-crop  seeds,  imports  during  the  first  half  of  1936  have  shown 
decreases  over  the  corresponding  period  of  1935.  This  is  accounted 
for  by  the  abundant  domestic  feed  crops  in  1935.  Despite  the  10 
cents  a  bushel  reduction  in  the  duty  on  apples  only  3  bushels  trickled 
in.  On  the  other  hand  American  exports  of  apples  to  Canada  in  the 
same  6  months  exceeded  100,000  bushels,  an  increase  of  sixfold  over 
the  1935  period.  No  imports  of  green  peas  were  reported  from 
Canada. 

Current  Trends  in  United  States  Agricultural  Imports  and 

Exports 

Although  during  the  first  half  of  1936  imports  from  Canada  of 
agricultural  products  on  which  duties  were  reduced  by  the  United 
States  showed  an  increase  in  percentage  terms  of  68.4  percent  over 
the  corresponding  period  in  1935,  while  American  exports  of  agri- 
cultural products  on  which  Canada  gave  concessions  expanded  by 
only  23.5  percent,  nevertheless  the  total  export  value  of  the  latter, 
amounting  to  $10,981,000,  was  well  in  excess  of  imports  of  concession 
items,  valued  at  $10,167,000.  For  all  agricultural  products  (including 
those  outside  the  concession  lists)  the  rate  of  increase  in  exports  to 
Canada  was  the  same  as  in  imports  from  that  country,  namely,  24 
percent.  Total  trade  in  all  commodities— nonagricultural  as  well  as 
agricultural — increased  in  value  by  53  million  dollars.  Although 
total  imports  from  Canada  showed  a  somewhat  larger  percentage 
increase  than  did  our  exports  to  that  country  (23  compared  to  14 
percent),  the  balance  of  commodity  trade  was  in  favor  of  the  United 
States  to  the  extent  of  24  million  dollars.  From  these  results  of  the 
first  6-months'  operation  of  the  trade  agreement  with  Canada,  it 
would  thus  appear  that,  irrespective  of  the  movements  of  particular 
commodities,  substantial  progress  has  been  made  toward  the  realiza- 
tion of  the  primary  purpose  of  the  pact,  namely,  to  restore  the  total 
volume  of  trade  between  the  two  neighboring  nations. 

Since  transportation  costs  between  cities  in  Canada  and  northern 
United  States  are  frequently  less  than  between  Mississippi  Valley 
shipping  points  and  the  Atlantic  seaboard,  the  effect  of  the  reciprocal- 
tariff  reductions  on  selected  agricultural  products  is  to  give  producers 
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on  both  sides  of  the  international  boundary  less  restricted  access  to 
markets  which,  while  "foreign"  in  a  political  sense,  are  often  geo- 
graphically and  economically  closer  than  certain  markets  in  the 
producer's  own  country.  As  indicated  by  the  preceding  analysis, 
most  of  the  imports  of  agricultural  products— apart  from  feeder-class 
steers — on  which  concessions  were  granted  by  the  United  States, 
have  tended  to  move  into  the  food-deficit  region  of  the  Northeast. 
Although  in  certain  cases  these  movements  from  Canada  have  involved 
somewhat  more  active  competition  for  midwest  shippers  to  Atlantic 
Coast  markets,  compensating  outlets  for  a  wider  range  of  the  products 
of  the  North  Central  States  have  been  made  available  in  the  adjacent 
and  important  Ontario  market,  accessible  by  lake  vessel,  and  in  some 
cases  by  motor  truck,  as  well  as  by  rail. 

Such  mutual  moderation  of  tariffs,  especially  at  time  of  underlying 
economic  recovery,  does  not  mean  a  mere  diversion  of  trade  from 
domestic  into  international  channels.  Even  in  the  case  of  competitive 
imports,  what  is  imported  does  not  necessarily  displace  domestic 
production.  When  total  consumption  is  increasing,  larger  imports 
and  larger  domestic  output  are  both  possible— as  evidenced  in  the 
case  of  beef  cattle  and  cheddar  cheese.  Furthermore,  the  adjust- 
ment of  tariff  duties  from  prohibitive  to  moderate  levels  not  only 
serves  to  supplement  temporary  local  deficiencies,  but,  by  estab- 
lishing a  "ceiling"  on  prices,  tends  to  stabilize  consumption.  On  the 
other  hand,  in  seasons  of  heavy  domestic  production,  the  lowered 
level  of  Canadian  tariff  rates  facilitates  the  disposal  of  surpluses,  thus 
tending  to  put  a  "bottom"  under  domestic  prices. 

It  is  true  that  during  the  last  year  or  so  imports  of  agricultural 
products  into  the  United  States  have  shown  a  greater  rate  of  increase 
than  have  our  agricultural  exports.  The  former  rose  from  a  total  of 
970.8  million  dollars  in  the  crop  year  1934-35  to  1,184.7  million 
dollars  in  the  year  ending  June  30,  1936— an  increase  of  22  percent. 
The  corresponding  figures  for  American  agricultural  exports  were 
669.2  million  dollars  and  766.6  million  dollars— an  increase  of  16 

percent. 

The  explanation  of  this  situation  is  to  be  found  primarily  in  greater 
domestic  consumption  and  higher  prices,  as  an  accompaniment  of 
economic  recovery.  Of  the  total  increase  of  214  million  dollars  in 
agricultural  imports,  nearly  three-fifths  (124  million  dollars)  is  ac- 
counted for  by  larger  imports  of  such  raw  materials  for  manufacturing 
as  rubber,  silk,  hides  and  skins,  vegetable  fibers,  wool,  and  tobacco. 
The  first  two  are  not  produced  at  all  in  the  United  States,  and  imports 
of  most  of  the  other  groups  consist  of  types  or  varieties  of  which  do- 
mestic production  is  either  nonexistent  or  insufficient.  Another  53 
million  dollars  of  the  total  import  increase  is  accounted  for  by  sugar 
and  wheat— the  former  subject  to  quota  regulation  and  the  latter 
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reflecting  the  effects  of  two  successive  subnormal  domestic  spring- 
wheat  crops  in  1934  and  1935.  The  remainder  of  the  increase — 
mostly  in  foodstuffs — is  attributable  almost  entirely  to  higher  prices 
and  larger  domestic  consumption.  Only  an  insignificant  portion 
of  the  increase  in  agricultural  imports  is  attributable  to  duty  reduc- 
tions under  the  trade  agreements.  Prior  to  May  1,  1935,  the  only 
agreement  in  effect  was  that  with  Cuba,  in  which  sugar  and  tobacco 
were  the  principal  concession  items.  While  agreements  with  8  other 
countries  were  in  effect  for  periods  of  more  than  a  month  during  the 
crop  year  ending  June  30,  1936,  not  more  than  3  percent  of  the  total 
increase  over  1934-35  in  agricultural  imports  is  to  be  found  in  items 
on  which  duties  were  reduced  in  such  agreements. 

While  agricultural  imports  have  risen  in  value  from  612  million 
dollars  in  1932-33  to  1,185  million  dollars  in  1935-36,  this  expansion 
has  been  the  accompaniment  of  an  advance  in  farm  prices  from  65 
percent  of  the  pre-war  average  in  1932  to  1 15  percent  in  July  1936.  If, 
as  some  appear  to  believe,  the  prosperity  of  the  American  farmer 
depends  upon  the  reduction  of  agricultural  imports  to  a  minimum, 
then  1932  should  have  been  his  most  prosperous,  instead  of  his  most 
disastrous,  year.  On  the  contrary,  rising  imports — except  as  they 
are  induced  by  domestic  crop  disasters — may  be  regarded  as  a  fairly 
good  index  of  agricultural  prosperity. 

The  higher  level  of  agricultural  prices  in  the  United  States  has  in 
itself  tended  to  restrain  the  rate  of  expansion  in  exports.  As  pre- 
viously noted,  the  greatly  reduced  number  of  cattle  and  hogs  on  farms 
at  the  beginning  of  1935,  due  to  feed  shortages  and  emergency 
slaughter  arising  out  of  the  drought  of  1934,  has  tended  to  check 
exports  of  packing-house  products,  and  temporarily  to  attract  imports 
of  cattle  and  meat.  Despite  these  conditions  American  agricultural 
exports  as  a  whole  showed  an  increase  in  1935-36  of  16  percent  over 
1934-35.  To  an  important  extent  this  was  made  possible  by  the 
larger  value  of  imports,  giving  foreigners  greater  command  over  dollar 
exchange.  As  an  outcome  of  the  earlier  Agricultural  Adjustment 
operations  and  of  subsequent  widespread  droughts,  together  with 
increased  domestic  consumption,  the  price-depressing  agricultural 
surpluses  of  the  early  thirties  have  been  almost  completely  eliminated. 
Adjustments  by  individual  farmers,  aided  by  the  regional  programs 
under  the  Soil  Conservation  Act,  are  tending  to  place  American 
agriculture  upon  a  more  balanced  and  sustained  basis.  A  result  of 
this  conservation  program  may  be  that  exports,  especially  in  crude 
form,  will  be  relatively  less  important  than  in  past  decades,  particu- 
larly if  their  revival  to  former  levels  should  hinge  on  large  price  con- 
cessions on  the  part  of  domestic  producers.  The  freer  access  to  foreign 
markets  and  assurances  against  discrimination,  secured  through  the 
trade  agreements,  is  an  important  factor  in  facilitating  the  movement 


66 


of  normal  or  seasonal  surpluses  into  export  channels,  without  undue 
price  concessions  on  the  part  of  American  exporters.  Meanwhile, 
it  is  important  to  bear  in  mind  the  large  benefits  to  midwestern 
farmers  to  be  expected  from  stronger  urban  demand  for  their  products 
associated  with  the  expansion  in  industrial  exports.  The  beneficial 
and  stabilizing  effect  of  the  concessions  gained  on  both  agricultural 
and  manufactured  products  will  be  more  in  evidence  in  the  year  ahead 
than  in  the  1934-36  period  when  only  a  few  agreements  were  in  effect 
for  any  appreciable  length  of  time. 


VII.  THE  LIBERAL  ROAD  TO  TRADE  RECOVERY 

Throughout  the  world  today  the  governments  of  most  countries 
are  engaged  in  inventing  and  applying  ingenious,  but  generally  costly 
and  futile,  devices  to  expand  or  maintain  their  export  trade,  while 
subsidizing  (through  tariffs  or  otherwise)  domestic  producers  of  similar 
or  substitute  commodities  with  a  view  to  replacing  imports.  These 
twofold  measures  tend  to  be  mutually  frustrating.  Imports  are  the 
means  by  which  foreigners  are  enabled  to  purchase  a  country's  exports, 
and  the  use  of  exports,  in  the  final  analysis,  is  to  pay  for  goods 
which  a  country  lacks,  or  can  supply  in  full  itself  only  at  undue  cost. 

In  a  distorted  sense,  this  mutual  interdependence  of  exports  and 
imports  has  been  recognized  in  the  numerous  barter  transactions, 
clearing  arrangements,  and  exclusive  bargaining  agreements  which 
have  been  made  between  pairs  of  countries.  In  the  crudest  form  of 
such  bilateralism  governments  have  engaged  in  the  direct  "swapping" 
of  the  products  of  their  respective  countries — a  type  of  transaction 
in  which,  it  will  be  recalled,  this  country  engaged  a  few  years  ago 
when  the  Federal  Farm  Board  exchanged  some  of  its  stabilization 
wheat  for  Brazilian  coffee.  This  method  of  direct  exchange  through 
governmental  agencies  has  been  strongly  advocated  by  certain  per- 
sons in  this  country  as  a  "businesslike"  method  of  moving  agricul- 
tural surpluses  out  of  the  country.  The  obvious  difficulty  here  is 
that  the  sale  of  such  surpluses  on  this  basis  is  limited  to  countries 
which  can  supply  us  with  commodities  which  may  be  regarded  as 
"noncompeting."  Proposals  made  for  specific  transactions  of  this 
sort  would  have  involved  the  bartering  away  of  American  agricul- 
tural products  at  rates  much  below  their  domestic  market  value,  and 
exposed  the  Government,  in  disposing  of  the  return  commodity,  to 
the  charge  of  competing  with  private  importers  or  domestic  producers. 

The  experience  of  Germany,  the  principal  practitioner  of  the  barter 
method,  is  illuminating,  as  recently  voiced  in  an  interview  by  its 
economic  dictator,  Dr.  Schacht: 

"Do  you  really  think  that  is  a  normal  way  to  exist  when  you  are 
obliged  to  revert  to  medieval  methods  of  barter  instead  of  using  the 
interplay  of  exchanges?  Do  you  really  think  it  is  good  to  replace 
credit  by  a  bureaucratic  regime  which  is  a  burden  for  those  applying 
it  no  less  than  to  those  to  whom  it  is  applied?  The  truth  is  that 
economic  life  should  be  free.  It  is  incredibly  barbarous  to  exchange 
machinery  against  grain,  radio  sets  against  tobacco,  or  rubber  against 
cotton,  as  if  we  were  savages  bartering  ivory  against  shell.  Is  such  a 
system  worthy  of  a  civilized  human  society?" 

(67) 
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More  complicated  is  the  bilateral  system  of  '  'clearing' '  or  "com- 
pensation" arrangements,  involving  rigid  government  coDtrol  of  for- 
eign-exchange transactions.  Under  this  plan  imports  from  a  given 
country  are  in  effect  limited  to  the  amount  of  such  country's  pur- 
chases from  the  first.  The  general  purpose  here  is  to  balance  a  nation's 
export-import  trade  with  every  other  country  individually.  Thus  in 
most  cases  foreign  exporters  to  Germany  are  required  to  take  pay- 
ment either  directly  in  German  goods  or  in  the  form  of  credits  in 
various  classes  of  "blocked"  marks  which  can  be  used  only  for  the 
purchase  of  merchandise,  services,  or  property  rights  in  Germany 
itself,  and  which  the  foreign  exporter  can  convert  into  his  own  cur- 
rency usually  oDiy  at  a  substantial  discount.1  Such  attempts  to  bal- 
ance trade  between  pairs  of  nations  often  mean  that  goods  for  import 
have  to  be  purchased  from  countries  on  less  advantageous  terms  as  to 
price,  quality,  transportation  costs,  etc.,  than  they  could  be  supplied 
in  other  countries  for  which  exchange  is  not  available.2  This  system 
of  bilateral  balancing  of  trade,  which  also  finds  vehement  advocates 
in  the  United  States,  means  the  forcing  of  trade  into  unnatural  and 
uneconomic  channels  and  the  restricting  both  of  importers  in  their 
choice  of  supplies  and  of  exporters  in  their  choice  of  outlets.  It 
means  unwilling  buyers  and  sellers,  and  its  net  effect  is  to  reduce  the 
total  volume  of  trade.  Under  the  free  play  of  the  foreign  exchanges, 
a  country's  export  and  import  trade  with  all  countries  are  more  or 
less  automatically  brought  into  equivalence,  as  are  bank  debits  and 
credits  through  the  clearing  houses.  But  no  necessity  exists  for  the 
balancing  of  trade  between  each  pair  of  countries. 

A  third  form  of  commercial  bilateralism  consists  in  the  exchange  of 
tariff  or  import-quota  favors  between  pairs  of  countries  on  a  prefer- 
ential or  mutually  exclusive  basis.  While  such  arrangements  may 
be  justified  in  special  cases,  the  general  application  of  the  system  of 
preferential  commercial  agreements  involves  discrimination  against 
other  nations  and  is  highly  provocative  of  international  ill-will. 

In  this  world  of  exaggerated  economic  nationalism  and  distorted 
bilateralism  the  United  States,  through  its  trade-agreements  program, 
is  leading  the  way  toward  a  liberation  of  trade  based  on  mutual  ex- 
change of  generalized  concessions,  with  equality  of  treatment  to  all 
nondiscriminating  nations.  It  is  appropriate  that  this  country 
should   assume   such  leadership.     The   countries  which  have  gone 

1  Cases  have  been  reported  of  certain  Ameiican  exporters  to  Germany  who, 
in  order  to  liquidate  their  blocked-mark  claims,  had  to  accept  payment  in  the 
form  of  1,000,000  harmonicas  in  place  of  cash,  of  200,000  canary  birds  in  another 
case,  and  of  100,000  glass  eyes  in  yet  another— for  all  of  which  American  buyers 
had  to  be  found  in  order  to  realize  dollars. 

2  In  order  to  make  export  sales  in  the  Balkans  and  South  American  countries, 
Germany,  in  a  number  of  cases,  has  accepted  agricultural  products  at  consider- 
ably higher  prices  than  the  same  or  superior  quality  goods  could  have  been 
obtained  for  in  competitive  world  markets. 
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furthest  in  the  drastic  restriction  of  imports,  in  the  artificial  stimula- 
tion of  exports,  and  in  rigid  foreign-exchange  controls,  have  generally 
been  those  which,  like  Germany,  are  debtors  on  international  account, 
whose  balance  of  trade  has  been  heavily  adverse,  whose  gold  reserves 
have  been  depleted,  and  which  are  haunted  by  the  fear  of  military 
insecurity.  The  United  States,  since  the  war,  has  become  the 
world's  leading  creditor  nation;  it  has  had  for  half  a  century  a  favor- 
able balance  of  trade,  throughout  which  time,  until  the  World  War, 
it  was  a  debtor  country ;  it  holds  today  one-half  of  the  entire  monetary 
gold  stocks  of  the  world ;  and  it  is  the  least  exposed  to  military  threat. 
It  can  afford  to  take  the  initiative  in  lowering  the  unduly  high  tariff 
barriers  erected  in  1930,  without  prejudicing  its  national  economy. 
The  response  to  our  program  by  Western  Hemisphere  countries  and 
by  the  half  dozen  European  countries  is  an  indication  that  many 
nations  are  desirous  of  unshackling  trade  restrictions  and  discrim- 
inations when  a  strong  and  sincere  lead  is  given. 

Such  a  movement,  however,  is  not  mere  altruism  nor  sentimental 
internationalism  on  the  part  of  the  United  States.  It  represents 
enlightened  self-interest.  Every  adjustment  of  American  tariff 
duties  made  under  the  trade  agreements  has  been  instrumental  in 
securing  foreign  concessions  for  our  exports  and  in  obtaining  assur- 
ances of  most-favored-nation  treatment  for  our  exporters.  Even  the 
concessions  widen  we  have  made  have  been  in  our  own  interests,  as 
tending  to  reduce  production  and  living  costs,  and  every  American 
is  a  consumer.  The  most  effective  protection  against  monopolistic 
practices  is  to  be  found,  not  in  antitrust  legislation,  but  in  a  "com- 
petitive" tariff,  especially  in  a  period  of  rising  prices. 

In  this  liberal  program  of  trade  recovery  the  agricultural  and  man- 
ufacturing industries  as  a  whole  of  the  Midwest,  as  of  the  Nation  at 
large,  stand  to  gain  much  and  to  risk  little. 
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RECIPROCAL 
TRADE  AGREEMENTS1 

I  feel  privileged  indeed  to  have  the  oppor- 
tunity of  meeting  with  yon  at  this  Merchant 
Marine  Conference.  I  have  always  loved  the 
Sm  and  felt  the  fascination  of  ocean  ships  that 
LTO  out  to  the  far  corners  of  the  world,  sailing 
the  seven  seas.  Romance  sails  with  them.  And 
[,  for  one,  look  forward  to  the  day  of  a  strength- 
ened and  rejuvenated  American  merchant 
marine.  That  means  keeping  the  direction  of 
pr  merchant  marine  free  from  political  cur- 
-ents  and  from  political  influences — building 
t  up  as  a  great  business  which  reflects  Ameri- 
can initiative  and  American  enterprise.  Upon 
he  nonpolitical  administration  of  the  new  Mer- 
chant Marine  Act  will  depend  in  large  part  the 
sound  future  development  of  American  ship- 
ping on  the  high  sea. 

I  am  glad,  too,  of  the  chance  to  say  something 
tbout  our  trade-agreements  program,  because  I 
)elieve  that  it  is  vitally  connected  with  the  pros- 
)erity  of  the  shipping  industry.  "The  true 
lolution  of  the  shipping  problem,"  said  Lord 
Sssendon  a  few  weeks  ago,  "lies  in  the  restora- 
ion  of  international  trade." 

..  The  Necessity  for  Adopting  the  Trade- 
Agreements  Program 

Our  foreign  commerce  in  which  you  are  so 
ctively  participating  forms  a  vital  part  of  our 
lomestic  economy.  If  our  cotton  planters  of 
he  South,  our  tobacco  growers  of  the  East,  our 
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Corn  Belt  farmers  of  the  Middle  West,  our 
fruit  growers  of  the  North  and  West,  our  manu- 
facturers in  every  State  of  the  Union,  could  not 
export  their  surpluses  and  sell  them  in  foreign 
markets,  more  than  half  of  our  cotton  planters, 
two-fifths  of  our  leaf -tobacco  growers,  almost, 
half  of  our  dried-fruit  producers,  and  very  sub- 
stantial proportions  of  our  rice  growers,  our 
Corn  Belt  farmers,  our  manufacturers,  must  be 
reduced  to  idleness.    The  cutting  off  of  foreign 
trade  means  starvation  wages  and  growing  un- 
employment for  home  industries.    It  means  city 
dwellers  walking  the  streets,  hungry,  unable  to 
find  work.    It  means  farmers  worrying  how  to 
pay   their  bills   and   prevent   mortgage   fore- 
closures, unable  to  buy  the  manufactured  goods 
they  need  and  want.    Economic  dislocation  and 
disaster  all  along  the  line  ! 

That  is  in  fact  the  situation  in  which  w( 

found  ourselves  during  the  period  following' 

the  crash  of  1929.    The  inevitable  aftermath  oi 

the  war  was  falling  prices,  depreciated  curren 

cies,  shrunken  markets.     Nations  entered  int( 

feverish  competition  with  each  other  to  sell  t( 

foreigners  a  maximum  and  to  buy  from  for 

eigners    a    minimum    of    goods.      To    protec 

against  huge  excesses  of  imports  over  export 

and  the  consequent  outflow  of  gold,  nation 

sought  to  cut  down  their  imports  by  launchinj 

intensive  drives  toward  national  "autarchy",  o 

economic  self-sufficiency.    This  movement  wa 

still  further  intensified  by  military  consider? 

tions.     New  governmental  measures  were  de 

vised  arbitrarily  to  restrict  imports.    Throug 

the  means  of  "quota"  restrictions  the  imports 

tion    of    goods    was    cut    to    absolute,    fixe 

amounts ;  and  this  new  defensive  weapon  wa 

made  offensive  by  assigning  arbitrary  amounl 

to  different  countries,  thus  effecting  artificn 

diversions  of  trade  so  as  to  favor  some  an 

discriminate  against   rivals   and   competitor 

Other    weapons    were    forged    for    the    san 
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mds — exchange-conl  rol  rest  rid  ions,  govern- 
ment trade  monopolies,  import-licensing  re- 
tirements. Through  these  new  economic 
ftapons  nations  found  a  way  to  sell  their  own 
narkets  to  the  highest  bidders  and  to  strike 
pth  deadly  effect  against  the  very  vitals  of 
heir  trade  rivals.  Preferences  and  discrimina- 
ions  became  the  order  of  the  day.  Nation  be- 
anie pitted  against  nation  in  the  parry  and 
hrust  of  bitter  trade  rivalry.  The  trade  high- 
vays  of  the  world  became  blocked  with  im- 
■esible  barriers.  Traffic  became  choked.  In- 
ernational  trade  fell  to  a  third  of  its  1929 
Hue. 

Every  reduction  in  a  foreign  market  means 
,  corresponding  lessening  of  production  in  the 
tome    area,      The    United    States    could    not 
scape  the  effects  of  this  world-wide  shrinkage 
f  international  trade.    From  1929  to  1933  the 
alue  of  American  exports  declined  by  68  per- 
ent,  or  from   $5,157,000,000  to  only  $1,647,- 
00,000.    During  that  period  the  value  of  our 
xports  of  raw  cotton— upon  which  the  eco- 
omic  structure  of  the  entire  South  is  vitally 
ependent— fell  by  almost  half.    Shipments  of 
leat  products  decreased  in  value  by  67  percent, 
rid  those  of  wheat  and  flour  by  90  percent. 
V)  the  resulting  losses  in  farm  incomes  due  to 
Itemed  sales  must  be  added  the  losses  due  to 
le  sharp  reduction  in  domestic  prices  caused 
y  the  glutting  of  home  markets  with  unsale- 
i>le  surpluses  diverted  from  foreign  shipment 
he  economic  prostration  of  the  farmer  had  a 
irect  and  devastating  effect  upon  the  liveli- 
aod  of  merchants,  bankers,  those  in  the  serv- 
e  trades,  professional  men,  and  others  in  our 
nail  agricultural  towns.     Exports  of  manu- 
ictured  goods,  other  than  foodstuffs,  declined 
Y  $2,400,000,000,   or  more  than   70  percent, 
ith  disastrous  results  to  manufacturers  and 
age  earners  directly  engaged  in  the  produc- 
on  of  such  goods. 


What  this  decline  of  American  foreign  trade 
meant  to  shipping  interests  you  know  full  well. 
It  reacted  sharply  also  upon  railroads,  insur- 
ance companies,   commission  houses,   and   all 
those  connected  with  the  transport  of  goods. 
It  meant  depression  in  our  ports,  idle  vessels, 
empty  cargo  space.    In  this  very  port  of  Bos- 
ton, the  total  tonnage  of  imports  and  exports 
declined  from  2,700,000  in  1929  to  1,700,000  in 
1933.    During  that  same  period  the  volume  of 
cargo  moving  in  foreign  commerce  through  the 
port  of  New  Orleans  fell  from  nearly  9  million 
tons  to  less  than  3  million.    From  the  end  of 
1929  to  the  beginning  of  1933  the  idle  tonnage 
of  American  vessels  increased  from  2  million 
to  3y2  million. 

So  complex  and  intricately  interwoven  is 
our  industrial  life  that  each  injurious  conse- 
quence becomes  in  its  turn  a  new  injurious 
cause.  The  decreased  purchasing  power  of 
each  group  directly  dependent  upon  foreign 
markets  results  in  injury  to  every  other  group 
which  sells  to  them.  There  followed  in  this 
country,  as  in  others,  unemployment  to  un- 
precedented figures,  consequent  shortage  of,, 
purchasing  power,  widespread  and  deep^ 
seated  human  suffering. 

In  a  time  of  such  emergency,  such  nation- 
wide peril,  it  became  evident  that  the  Govern- 
ment must  take  some  constructive  step.    To  ar 
impartial  observer  it  was  clear  beyond  dispute 
that  there  could  be  no  lasting  or  stable  domes 
tic  recovery  unless  and  until  we  found  a  way  t< 
restore  our  seriously  curtailed  export  markets 
Trade  barriers  instituted  by  foreign  govern 
ments,  provoked  to  a  large  extent,  it  must  b 
confessed,  by  our  own  Hawley-Smoot  Tani 
Act  of  1930,  were  cutting  us  off  from  the  foi 
eign  markets  without  which  our  return  to  dc 
mestic    prosperity    was    impossible.    Privat 
merchants  and  traders  were  powerless  to  con: 
bat  them.    Some  form  of  governmental  actio 


Irs  vitally  necessary.  Congress  recognized 
his,  and  the  question  of  method  was  long  and 
jfirefully  considered.  The  mere  unilateral  re- 
liction of  such  of  our  own  rates  of  duty  as 
fere  excessively  high,  no  matter  how  wisely 
jfected,  could  have  given  no  assurance  that 
he  formidable  barriers  to  our  commerce  cre- 
ited  by  foreign  nations  would  likewise  be 
iodified.  On  the  other  hand,  the  intricate 
omplexities  of  foreign  trade  and  the  differing 
onnnercial  policies  of  various  nations  at  the 
ime  made  any  general  or  multilateral  ap- 
>roach  seem  hopeless.  From  time  to  time  in 
he  past  we  had  sought  to  stimulate  our  for- 
ign  commerce  by  reciprocal  trade  arrange- 
ments with  individual  countries— with  Canada 
ri  1854,  with  various  countries  under  the  Mc- 
frnley  Tariff  Act  of  1890  and  the  Dingley 
'ariff  Act  of  1897,  and  with  Cuba  in  1902.  To 
his  method,  as  the  only  practicable  one  open 
or  meeting  the  world-wide  emergency,  Con- 
ress  now  turned  its  attention.  Only  through 
iich  a  method  could  the  reduction  of  foreign- 
rade  barriers  be  assured;  only  thus  could  the 
limination  of  foreign  discriminations  against 
onerican  goods  be  practically  gained.  In 
une  1934,  Congress,  after  extensive  considera- 
ion  and  debates,  passed  the  Trade  Agree- 
lents  Act  "for  the  purpose  of  expanding 
oreign  markets  for  the  products  of  the  United 
tates." 

I.  Achievements  Under   the   Trade- Agree- 
ments Program 

The  process  of  reducing  trade  barriers  by 
egotiation  with  individual  countries  is  from 
s  very  nature  a  gradual  one,  and  its  effects 
re  not  to  be  measured  by  quick  and  superficial 
atistics.  So  many  incalculable  factors  and 
snporary  causes  divert  the  shifting  currents 
f  foreign  trade  that  it  is  impossible  to  meas- 
re  within  a  year  or  two  of  its  coming  into 
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force  the  actual  results  of  a  trade  agreeme 
with  any  kind  of  scientific  accuracy.  Neverthe 
less,  such  evidences  as  we  have  indicate  ai 
unmistakable  and  continuing  gain  in  America: 
foreign  trade,  in  no  small  degree  attributable  t 
the  trade-agreements  program. 

Fourteen  trade  agreements  have  now  bee 
signed,  12  of  which  are  in  effect.    Our  foreig 
trade  with  these  14  countries  constituted,  ai 
cording  to  1934  figures,  over  37  percent  of  ou 
total  foreign  trade.    Concessions  have  been  ol 
tained  on  about  two-thirds  of  our  1929  agricu 
tural  exports  to  these  countries.     Other  trac 
agreements  are  in  process  of  negotiation. 
teThe  commerce  with  each  country  with  whic 
a  trade  agreement  has  been  negotiated  and  f( 
which  statistics  are  available  shows  a  gratif; 
ing  increase.     United  States  exports  to  Cul 
increased  by  $21,000,000  in  the  12  months  ir 
mediately  following  the  effective  date  of  tl 
agreement   with   that   country,    September  1 
1934.    On  the  basis  of  calendar  years,  our  e 
ports  to  Cuba  increased  in  value  from  $25,00<- 
000  in  1933  to  $60,000,000  in  1935,  while  ag> 
cultural  exports  more  than  doubled,  increasi^ 
from  $6,800,000  in  1933  to  $14,900,000  in  19| 
In  the  first  6  months  of  1936  our  total  expois 
to  Cuba  showed  a  further  increase  of  16  p<- 
cent  over  the  corresponding  months  of  1935, 

Our  exports  to  Belgium  increased 
$11,000,000  during  the  first  year  under  the  B- 
gian  agreement,  or  by  23.6  percent,  as  co- 
pared  with  the  preceding  year.  As  a  rest 
the  United  States  has  improved  its  relate 
position  in  the  Belgian  market,  and  a  stuv 
now  in  progress  indicates  that  the  increase  f 
American  products  imported  for  consumptin 
in  Belgium  upon  which  Belgium  granted  diy 
concessions  was  more  than  65  percent,  as  com- 
pared to  about  2  percent  with  respect  to  Amd- 
can  products,  other  than  cotton,  not  covered  y 
the  agreement. 


Imports  into  Sweden  from  the  United  Stales 
increased  by  6.6  million  dollars  during  the 
lir>!  ll  months  of  t ho  Swedish  agreement. 
Canadian  imports  from  the  Tinted  States 
increased  during  the  first  6  months  of  the 
igreemenl  by  15  percent  as  compared  with  the 
•ones ponding  period  in  1935,  or  from  155.7 
million  dollars  to  178.9  million  dollars.  Of 
wen  more  striking  significance  is  the  fact  that 
luring  this  period  the  increase  in  Canadian  im- 
ports from  the  United  States  of  items  on  which 
Oanada  granted  duty  reductions  amounted  to 
nore  than  20  percent,  whereas  imports  of  all 
)ther  American  commodities  increased  by  less 
ban  10  percent. 

I  do  not  want  to  weary  you  with  statistics. 
But  I  do  want  you  to  realize  that  the  trade 
igreements  are  already  bearing  fruit,  not 
merely  in  a  few  detached  instances  but  along  a 
widespread  front.  Increased  foreign  markets 
:an  be  secured  by  reciprocal  agreements  and  are 
actually  being  secured  today  in  increasing  de- 
cree as  the  trade- agreements  program  goes  for- 
vard.  During  1935  our  foreign  sales  exceeded 
hose  of  1934  by  150  millions  of  dollars,  and  in 
lie  first  6  months  of  1936  they  increased  by  a 
iirther  130  millions  as  compared  with  the  first 
lalf  of  1935. 

Our  imports,  too,  have  increased,  as  they 
Qust,  in  order  to  enable  the  people  of  foreign 
countries  to  buy  more  of  our  goods  and  serv- 
ces.  The  increase  of  our  agricultural  imports 
las  been  seized  upon  in  an  attempt  to  con- 
rince  farmers  that  the  trade-agreements  pro- 
gram is  wrecking  them.  Actually,  however, 
aost  of  the  increases  in  our  imports  of  agri- 
ultural  products  either  have  been  in  non- 
ompetitive  commodities  like  coffee,  rubber, 
ilk,  or  the  like,  or  in  products  of  which  there 
iave  been  domestic  shortages  due  to  droughts. 
>o  far  as  the  increased  farm  imports  in  1935 
re  concerned — and  these  have  been  widely 
>roclaimed— they  were  due  almost  entirely  to 


factors  other  than  trade  .agreements.    Except 
for  sugar,  no  important  tariff  cut  on  agricul- 
tural items  was  in  effect  in  any  part  of  1935, 
and  imports  of  sugar  were  limited  by  quotas  i] 
directly  established  by  Congress. 

Well  over  half  of  our  normal  agricultural  im- 
ports are  not  directly  competitive  and  merely! 
reflect  an  increased  demand  due  in  part  to  revived 
exports  with  the  consequent  need  of  additional 
raw  materials  and  in  part  to  marked  domestic  • 
improvement  of  American  business  conditions.^ 

Of    the    remaining    half,    the    outstanding 
cause  for  the  increased  agricultural  imports.' 
of  1935  was  the  unprecedented  drought  of  the;  J 
preceding  year.    According  to  Government  es4 
timates,  the  drought  caused  a  reduction  in  our1 1 
total  feed  supply,  as  compared  with  normal,  of 
some  50  million  tons.    Yet  during  the  full  1 
months  following  the  drought,  from  July  193 
until  December  1935,  we  imported  less  tha 
31/2  million  tons  of  all  types  of  feeds  and  fod 
der,  or  only  7  percent  of  the  shortage.    Unde 
these   circumstances,   when   cattle   and   othe] 
livestock  were  dying  of  starvation  over  a  widi 
area,  it  is  surprising  that  persons  claiming  t< 
be  interested  in  the  welfare  of  American  farm 
ers    and    presumably    acquainted    with    theii 
needs  should  have  complained  of  increases  ir 
imports  of  corn  and  other  feedstuffs.    It  was 
only  by  being  able  to  draw  on  the  nondrough; 
areas  outside  the  United  States  that  still  fu 
ther  slaughter  or  starvation  of  animals  w 
avoided.    And  yet  it  is  a  striking  fact  that  ii 
ports  of  corn,  for  example,  were  less  than  ! 
percent  of  our  average  annual  production 
were  only  3  percent  of  the  1934  crop. 

Similarly  the  great  drought  of  the  presen 
year  has  created  an  urgent  need  for  cert 
kinds  of  feeds  and  foodstuffs.  We  need 
ports  of  these  products  to  save  ourselves  an 
our  farmers  from  famine  prices  and  from  di 
aster,  and  these  goods  are  coming  in  over  0 
tariff  wall  as  established  in  1930. 
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Import  figures  always  lend  themselves  to 
sv  manipulation  for  political  advantage.  We 
Washington  have  been  particularly  con- 
Hied  about  the  textile  situation  here  in  New 
Igland.  We  are  keenly  aware  of  the  problems 
lieh  have  grown  out  of  decreasing  production 
our  New  England  cotton  mills;  we  have  sat 
i  nights  trying  to  find  for  our  textile  indus- 
f  practicable  ways  of  assistance  which  would 
t  react  so  as  to  injure  other  American  inter- 
is.  And  all  the  while  politicians  were  going 
i  and  down  NewT  England  crying  out  that 
m  England  mills  wTere  being  closed  and  great 
mbers  of  workers  thrown  out  of  employ- 
mt  as  a  result  of  importations  of  Japanese 
tton  textiles. 
What  were  the  facts? 

So  far  as  I  have  been  able  to  ascertain,  not  a 
igle  mill  has  been  closed  as  a  result  of  the 
mpetition  of  Japanese  cotton  textiles  with 
>w  England  manufactures,  and  few,  if  any, 
>rkers  for  this  reason  have  lost  their  jobs. 
:>st  of  the  cloth  imported  from  Japan  does 
t  compete  at  all  with  cloth  manufactured  in 
iw  England.  Even  before  Japanese  goods 
E*an  to  enter  this  market,  the  manufacture 
print  cloths,  the  principal  type  of  cloth  im- 
rted,  had  almost  entirely  ceased  in  the  North 
reason  of  the  growing  competition  of  South- 
i  mills.  But  quite  apart  from  this  fact,  it  is 
eposterous  to  blame  the  closing  of  New  Eng- 
ld  mills  on  Japanese  importations.  The  en- 
e  amount  of  cloth  imported  into  the  United 
ates  from  Japan  in  1935  could,  I  understand, 
ve  been  manufactured  in  a  single  average- 
ed  mill  in  this  country,  working  double  shift, 
d  employment  would  have  been  given  to  not 
>re  than  1,200  employees  in  the  whole  United 
ates. 

It  would  scarcely  have  been  sound  business 
licy  to  cut  trade  with  a  nation  which  was 
ying  more  of  our  goods  than  we  bought  of 
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theirs.  In  1935  Japan  sold  in  the  Unite. 
States  goods  to  the  value  of  153  million  do 
lars,  not  more  than  10  percent  of  which  w; 
really  competitive  with  American  product. 
In  the  same  year  the  United  States  sold 
Japan  goods  to  the  value  of  203  million  do 
lars. 

In  Washington  we  try  to  keep  our  fing.- 
upon  the  pulse  of  American  business  ai. 
industry.  So  far  as  current  developments  d:- 
close,  increased  imports  due  to  trade  agre- 
ments  have  had  no  adverse  effect  upc 
established  and  efficient  domestic  produce]. 
On  the  contrary,  many  lines  of  products 
have  been  directly  benefited.  This  conclusid 
is  substantiated  by  the  encouraging  reports  : 
increased  business  activity  in  all  sections  i 
the  country.  The  improved  situation  in  Ne 
England,  for  example,  is  indicated  by  ne"\i 
accounts  which  show  an  increase  in  New  En 
land  cotton  mills  production  for  July  1936  : 
more  than  50  percent  over  July  1935.  T3 
business  index  for  this  section  is  now  report* 
to  be  at  the  highest  level  since  June  192 
Employment,  construction,  hotel  business,  ai 
tomobile  sales,  and  retail  trade  have  all  i| 
creased  markedly  in  New  England  during  tjj 
past  year. 

III.  The  Essential  Democracy  or  the  Trad 
Agreements  Program 

The  trade-agreements  program  adopted  1 
our  Government  is  essentially  democratic, 
is  in  marked  contrast  to  methods  employed 
meet  the  same  world  situation  by  certain  fo 
eign  governments.  Some  countries  by  arl 
trary  quota  restrictions,  by  exchange  contn 
by;  government  monopolies,  or  by  the  requii 
ment  of  import  or  export  licenses  have  strai 
jacketed  their  foreign  trade  in  a  manner  whol 
inconsistent  with  American  traditions.  In  ce 
tain  European  countries  government  officia 
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jfcermine  quite  arbitrarily  what  commodities 
ay  be  imported,  what  exported,  and  the  fixed 
id  absolute  amounts  of  each.  Not  only  this: 
overnment  bureaucrats  choose  the  particular 
tporters  and  exporters  to  receive  governmen- 
1  licenses  and  allot  specified  amounts  to  each. 
Dvernmental  functionaries  exercise  over  pri- 
ic  business  the  absolute  power  of  economic 
|  and  death. 

In  sharp  contrast  our  trade-agreements  pro- 
am  follows  the  democratic  American  tradi- 
>n  of  equality  of  treatment  to  all  and  freedom 
r  private  initiative.    It  preserves  the  princi- 
b  of  a  tariff  that  applies  equally  to  all  alike, 
ovided  there  is  no  discrimination  against  the 
mmerce  of  the  United  States.     It  continues 
otection  to  American  producers  in  the  tradi- 
mal  form  of  customs  duties  rather  than  of 
port  quotas  or  controlled  foreign  exchange 
it  must  be  allotted  among  importers  by  gov- 
unental  fiat.    In  place  of  export  subsidies  to 
awarded  to  specially  privileged  groups  of 
porters  by  governmental  decree  it  seeks  bene- 
i  for  all  exporters  alike  by  the  reduction  of 
sessive  foreign-trade  barriers.     It  is  a  pro- 
im  built  upon  democracy,  private  initiative, 
1  the  best  American  traditions, 
[n  framing  the  Trade  Agreements  Act,  Con- 
iss  had  to  choose  between  two  alternatives  in 
ermining  the  basis  of  negotiations.    The  one 
ei-native  is  the  giving  and  seeking  of  exclu- 
e  trade  preferences,  each  side  endeavoring 
shrewd  "Yankee  trading"  to  out-trade  the 
er.    Those  advocating  this  very  superficial 
>gram,  however,  never  stop  to  consider  that 
ry    preference    exclusively    granted    to    a 
?le  nation  constitutes  in  its  very  essence  a 
elimination  against  some  50  other  nations; 
I  once  our  Government  began  trading  with 
er  nations  in  preferences  and  discrimina- 
18,  there  would  be  no  escape  from  Govern- 
it  control  of  exports  and  imports  and  ulti- 
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mately  Government  control  of  export  and  ill 
port  businesses.  In  other  words,  trading  | 
preferences  and  discriminations  not  only  woiij 
leave  American  commerce  defenseless  agaiit 
retaliatory  discriminations  by  foreign  cou- 
tries,  but  would  lead  inescapably  to  a  rej 
mentation  and  strait- j  acketing  of  Americj 
business  at  home,  which  would  be  utterly  j 
consistent  with  American  democratic  tui- 
tions. 

The  second  alternative  is  negotiation  on  tji 
democratic  basis  of  equality  of  treatment 
all  nations  alike — the  principle  upon  win) 
American  foreign  policy  has  firmly  rested  en 
since  the  first  days  of  our  Eepublic.  T 
means  neither  giving  nor  receiving  exclusi 
preferences,  but  granting  the  benefits  of  tar 
reductions  to  all  nations  alike  which  give  to 
the  benefit  of  their  own  minimum  rates, 
eluding  those  under  their  existing  or  futu 
trade  arrangements  with  other  countri; 
There  is  here  no  giving  away  of  something  : 
nothing;  it  is  a  treatment  of  equality  gin 
only  to  those  foreign  nations  which  give  to; 
precisely  the  same  treatment  in  return.  T 
is  what  is  technically  called  the  "most-favorii 
nation"  policy.  In  spite  of  ignorant  and  sup 
ficial  criticism  and  widespread  misunderstai! 
ing,  this  policy,  which  George  Washingli 
himself  strongly  advocated  in  his  Farewell  il 
dress  and  which  has  been  a  cornerstone, 
American  commercial  policy  ever  since,  con;i 
tutes  the  very  essence  of  American  democre 
i.  e.,  equality  of  treatment  to  all. 

Congress,  therefore,  had  to  choose  betw< 
the  alternatives  of  trading  in  preference 
the  so-called  "horse-trading"  method — wh1 
must  inevitably  result  in  an  un-Ameri( 
bureaucratic  control  and  strait- jacketing 
private  export  and  import  business  or,  on 
other  hand,  the  "most-favored-nation"  pol 
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if  equality  to  all.  Fortunately,  it  was  the  sec- 
>iul  of  these  alternatives  which  Congress,  after 
ureful  deliberation,  adopted.  As  a  result  our 
rade-agreements  program  embodies  the  fun- 
lanienial  principles  of  American  democracy. 

Finally,  in  severe  contrast  to  the  bureau- 
aemtic  methods  employed  in  some  countries 
ibroad,  where  quotas  may  be  reduced,  import 
icenses  revoked,  available  exchange  cut  off,  or 
mrter  permits  withdrawn  almost  overnight 
vitli  no  opportunity  for  advance  notice  or 
mblic  hearings.  Congress  provided  in  our 
Prade  Agreements  Act  for  full  study  and  ex- 
.mination  by  administrative  bodies  and  for 
he  holding  of  open  hearings.  In  this  respect 
he  Trade  Agreements  Act  follows  familiar 
Lmerican  paths.  Under  the  act  no  agreement 
an  be  concluded  without  prior  announcement 
nd  full  opportunity  having  been  afforded  in- 
vested private  individuals  to  present  their 
iews.  The  hearings,  which  form  a  regular 
art  of  the  procedure,  are  not  essentially  dif- 
erent  from  those  held  by  other  American  ad- 
linistrative  bodies,  such  as  the  Federal  Trade 
Commission,  the  Tariff  Commission,  or  the  In- 
estate  Commerce  Commission.  The  determi- 
ation  of  duty  reductions  and  trade  arrange- 
lents  is  not  left  to  isolated  professional  bu- 
swicrats.  Instead,  all  the  resources  of  the 
rovernment  having  to  do  with  foreign  trade 
re  called  into  play,  including  the  Depart- 
lents  of  State,  Commerce,  Agriculture, 
reasury,  and  the  Tariff  Commission.  In  ad- 
ltion  to  the  formal  open  hearings  countless 
] formal  conferences  are  held  by  the  various 
apartments  with  individuals  or  business 
roups,  and,  up  to  the  last  moment,  the  vari- 
es Government  departments  concerned  wel- 
>me  information  and  critical  comments 
Inch  any  interested  business  may  care  to 
ibmit. 
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Conclusion 

In  conclusion  may  I  emphasize  that  the: 
democratic  methods  of  tariff  adjustment  a] 
necessarily  gradual  ones?  The  act  has  been  f 
existence  for  slightly  more  than  2  years.  Tl 
careful  consideration  which  must  be  given  I 
every  contemplated  duty  modification,  tl 
time  necessary  for  a  thorough  canvass  of  ii 
terested  public  opinion  and  expert  inform; 
tion,  the  delays  inevitably  to  be  encountere 
in  negotiating  complex  agreements  in  whk 
both  sides  naturally  seek  the  maximum  conce 
sions  obtainable,  are  not  conducive  to  spee 
Then  again  each  agreement  deals  with  a  rel 
tively  small  portion  of  our  total  trade.  Tl 
full  force  of  the  program  cannot  possibly  1 
measured  until  the  number  of  agreements  ft] 
increased  and  the  currents  of  trade  have  hs! 
time  to  take  advantage  of  the  diminished  ba 
riers  to  our  commerce.  Democratic  process;, 
usually  are  slow;  yet  the  results  alreac 
achieved  by  the  trade-agreements  program  m 
questionably  attest  once  again  that,  despite  tl 
attacks  to  which  they  are  currently  subjecte, 
democratic  methods  can  successfully  cope  wii 
the  grave  economic  problems  of  the  day. 
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rRADE  RECOVERY  THROUGH 
RECIPROCAL  TRADE  AGREE- 
MENTS * 

It  has  been  generally  considered,  I  believe, 
hat  the  more  technical  aspects  of  our  commer- 
ial  life  as  a  nation,  and  more  specifically,  the 
acts  underlying  our  present  foreign-trade 
K)licy,  are  subjects  that  have  little  or  no  appeal 
o  women  and  to  women's  organizations.  That 
lis  is  an  erroneous  supposition  is  clearly  shown 
y  the  fact  that  the  National  League  of  Women 
roters,  and  its  State  branches,  have  endorsed 
le  trade-agreements  program,  and  that  a  spe- 
ial  study  program  on  the  trade  agreements  is 
eing  distributed  by  the  National  League.    As 

nonpartisan  organization,  your  league  has 
bviously  given  this  endorsement  solely  be- 
mse  of  your  belief,  after  impartial  study, 
lat  the  liberal  trade  policy  which  the  trade- 
^reements  program  represents  warrants  the 
ipport  of  the  American  people.  I  have 
ttle  patience  with  those  who  condemn,  or  who 
ipport,  economic  policies  for  partisan  reasons, 
f  the  policy  is  good  and  in  the  interest  of  our 
tizens,  it  should  be  supported  regardless  of 
arty  feeling.  If  it  is  faulty  or  dangerous, 
hether  or  not  it  is  recommended  and  evolved 
7  one's  own  party,  I  believe  the  intelligent 
)ter  should  demand  that  it  be  abandoned. 
In  advocating  that  liberal  commercial  policy 
hich  the  trade-agreements  program  repre- 
nts,  I  feel  that  those  of  us  who  believe  in  it 
!  the  one  surest  method  of  restoring  peace 
id    prosperity    to    this    dangerously    ailing 

'Address  delivered  by  the  Honorable  Sumner  Welles, 
ssistant  Secretary  of  State,  before  the  Maryland 
ague  of  Women  Voters,  Southern  Hotel,  Baltimore, 
1,  Oct.  16,  1936,  at  1  p.  m. 
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world  can  have  no  more  helpful,  no  more  h 
te  Hi  gent,  support  than  that  which  comes  froi 
groups  such  as  yours.  I  believe  this  becau; 
I  am  convinced  that  the  same  spirit  of  pub! 
service  which  our  leading  women's  organiz: 
tions  have  shown  in  such  fields  as  educatioi 
government,  social  hygiene,  and  above  all,  i 
their  ever-increasing  labor  in  the  cause  ( 
peace,  carries  over  into  the  field  of  intern: 
tional  commercial  relations. 

I  will  not  endeavor  to  review  the  tragic  coi 
ditions  that  prevailed  during  the  early  yeai 
of  the  depression,  when  foreign  trade  wj 
throttled  by  a  multitude  of  restrictions  an 
devices.  The  need  of  leadership  in  the  fiel 
of  international  commercial  relations  was  in 
perative.  The  trade-agreement  program  m 
this  Government's  contribution. 

The  act  of  Congress  known  as  the  Trac 
Agreements  Act,  adopted  on  June  12,  193 
envisaged  the  negotiation  of  bilateral  trac 
agreements  between  the  United  States  an 
other  countries  in  order  primarily  to  stimula1 
the  recovery  of  our  desperately  diminished  fo 
eign  trade.  These  agreements  were  designe 
to  stimulate  the  two-way  flow  of  goods  acroi 
frontiers  by  lowering  excessive  tariff  rates,  t 
abolishing  burdensome  or  discriminatory  n 
strictions,  and  by  liberalizing  the  conditio: 
under  which  trade  could  be  conducted.  On< 
negotiated,  the  benefits  of  these  agreemen: 
were  to  be  extended  to  all  other  countries  n< 
discriminating  against  the  commerce  of  tl 
United  States.  At  the  same  time,  we  were  1 
receive,  through  the  operation  of  the  uncond 
tional  most-favored-nation  clause,  the  benef 
of  all  tariff  favors  granted  to  third  countri*. 
by  the  countries  with  which  we  negotiate) 
The  unconditional  most-favored-nation  claw 
is  the  basis  of  our  policy.  It  means  that  w 
give  equal  treatment  to  all  who  are  willing  1 
grant  equal  treatment  to  us  in  return,  I 
chief  result  is  to  broaden  our  tariff  concession 


nd  benefits  and  by  so  doing  avoid  one  of  the 
lost  dangerous  sources  of  international  Tric- 
on, namely,  exclusive  or  preferential  agree- 
len  ts. 

There  is  nothing  new  about  the  most-fa- 
ired-nation  principle  in  this  country.  It  is  as 
Id  as  the  Constitution,  and  George  Washing- 
m  in  his  Farewell  Address  recommended  that 
ar  people  make  equality  of  treatment  our 
itional  policy.  Our  interpretation  of  the 
rinciple  has,  it  is  true,  varied,  but  Ave  have  not 
mated  substantially  from  its  spirit.  Some- 
mes  the  criticism  is  heard  that  this  policy  is 
>t  a  practical  one,  that  it  is  weak  and  costly, 
lit  it  is  "poor  business."  We  are  admonished 
►  turn  over  a  new  leaf  in  our  foreign -trade 
>licy  and  to  become  "Yankee  traders"  in  the 
irrow  sense  of  the  term.  This  type  of  criti- 
sm  is,  I  believe,  largely  the  result  of  a  fail- 
le to  think  the  matter  through.  It  is  help- 
il,  however,  to  realize  that  the  most-favored- 
ition  principle  means  reciprocal  equality  of 
eatment — that  the  nations  which  espouse  it 
ill  treat  each  other  as  well  as  they  treat  any 
her  third  country.  This  means  that  no 
atter  what  type  of  tariff  concession  is  made 

the  future  by  countries  with  which  we  have 
ost-favored-nation  agreements,  that  same  con- 
ssion  will  automatically  be  enjoyed  by  the 
nited  States.  There  is  no  mystery  nor  any- 
ing  weak  about  this.  In  the  long  run  it  is 
e  best  kind  of  business. 

The  approach  to  foreign  commercial  policy 
ten  suggested  by  critics  of  the  trade-agree- 
ent  program  is  the  resort  to  preferential 
ethods.  Countries,  two  by  two,  or  in  small 
■oups,  should  get  together,  they  say,  and  de- 
de  they  will  trade  among  themselves  on 
rms  which  they  will  not  make  available  to 
ryone  outside  their  circle.  In  other  words, 
ey  set  up  a  closed  preserve.  They  ignore 
e  benefits  resulting  from  triangular  trade, 
his  often   results   in   shutting  out  the  most 


efficient  suppliers  of  the  market  and  in  high' 
living  costs  to  consumers.  These  tactics  aj 
only  possible  if  there  is  rigid,  searching  co- 
trol  over  every  phase  of  foreign  trade,  sin! 
the  individual  can  no  longer,  under  such  co 
dit ions,  be  left  free  to  buy  where  he  choos; 
but  must  buy  where  it  suits  the  import-contr 
authorities  which  must  then  be  set  up,  and  < 
the  terms  they  stipulate. 

Red  tape  is  bad  enough — and  you  can  s[ 
that  there  would  be  a  great  deal  of  that 
this  Government  should  suddenly  tell  peop 
where  they  could  and  could  not  trade,  and  J 
what  terms — but  the  most  dangerous  by-proJ 
uct  is  the  tendency  of  the  exclusive,  prefe 
ential  trading  technique  to  breed  internation 
dissension.  The  ordinary  play  of  competitid 
in  free  markets  provides  sufficient  hazard  il 
friendship  and  understanding  among  nation 
without  subjecting  that  mechanism  to  tl 
heavy  additional  strain  of  a  system  of  selhV 
preferences.  A  special  favor  to  one  nation,  i\ 
has  so  often  been  pointed  out,  is  a  discrimin: 
tion  against  some  50  other  countries. 

Preferences  not  infrequently  are  resorted  i 
in  order  to  cover  up  weakness.  When  a  proc 
uct  cannot  stand  on  its  own  merit,  it  may  r* 
quire  special  treatment  if  it  is  to  be  sold  i 
foreign  markets.  The  exporting  country  ma 
have  to  subsidize  the  shipper,  or  the  receivin, 
country  may  have  to  be  prevailed  on  to  gti 
it  more  favorable  customs  treatment  than  ths! 
given  similar  products  from  other  countrie 
The  American  spirit  of  individual  competition 
which  to  so  large  a  degree  is  responsible  fc 
our  remarkable  growth  as  a  nation,  condemn 
such  procedure.  Preferences  can  bolster  u 
inefficient  producers  for  a  period,  but  ever 
tually  those  props  collapse.  Fortunately,  ou 
riches — human  and  material — make  it  unneces 
sary  to  ask  favors  for  most  of  the  types  o 
products  of  our  soil  and  factories  that  ar 
widely  in  demand  in  all  parts  of  the  worlc 
They     only     need     equality     of     opportunity 


[Vniporarv  conditions  such  as  the  drought  run 
itndicap  us  as  an  agricultural  exporter  in 
otae  respects,  but  they  will  nol  permanently 
feet  our  comparative  advantage  in  producing 
ertain  foodstuffs. 

1  have  tried  to  present,  briefly  some  of  the 
easons  why  the  administration  chose  to  follow 

liberal  foreign-trade  policy  and  not  one 
vhich  is  thoroughly  contrary  to  American  tra- 
lition  and  practice.  We  want  to  live  on  good 
onus  with  our  neighbors,  to  sell  them  prod- 
ucts of  which  we  have  a  surplus,  and  at  the 
ime  time  accept  goods  from  them  which  it 
nils  our  interest  to  buy.  We  want  to  carry 
his  out  in  an  atmosphere  of  friendliness  and 
quality,  not  by  means  of  secret,  preferential 
greements  negotiated  by  pressure  tactics. 

The  trade-agreements  program  has  been  in 
iect  a  little  over  2  years.  In  that  period 
rade  agreements  have  been  concluded  with  14 
ountries,  including,  to  the  south  of  us,  Cuba, 
frazil,  Haiti,  Colombia,  and  three  of  the  Cen- 
ral  American  countries;  across  the  Atlantic, 
Belgium,  Sweden,  the  Netherlands,  Switzer- 
and,  France,  and  Finland;  and  to  the  north 
>f  us,  Canada.  Thirteen  of  these  agreements 
re  now  in  effect.  With  these  14  countries  our 
oreign  trade  comprised,  in  1934,  over  37  per- 
ent  of  our  entire  foreign  trade.  Concessions, 
ither  in  the  form  of  mitigation  of  tariffs  and 
>ther  barriers  or  in  the  form  of  guaranteeing 
aaintenance  of  favorable  treatment  already  re- 
eived,  have  been  obtained  on  a  large  part  of 
>ur  exports  to  these  countries.  In  the  case  of 
ur  agricultural  products,  these  concessions  will 
ncrease  the  opportunities  of  sale  for  those 
arm  products  which  make  up  two-thirds  of 
iur  shipments  to  such  countries.  These  con- 
essions  include  rate  reductions  ranging  as 
ligh  as  60  percent,  some  complete  removals  of 
ates,  and  extensive  liberalization  of  import 
[uotas  and  other  barriers.  They  include  also 
,ssurance  of  most-favored-nation  treatment, 
rtiich  means,  as  I  pointed  out  earlier,  that 


every  concession  granted  by  the  other  countr 
to  any  third  country  will  be  automatically  es 
tended  to  the  same  products  when  importe 
from  the  United  States. 

With  regard  to  the  results  of  the  trade  agree 
ments  thus  far  upon  trade,  it  needs  to  be  saic 
first  of  all,  that  most  of  the  agreements  havi 
not  been  in  effect  long  enough  to  permit  us  ti 
judge  accurately  and  fully  of  their  effects 
Moreover,  in  the  case  of  some  of  our  leadinj 
export  products,  particularly  certain  of  th 
more  important  farm  products  affected  M 
drought,  we  have  not  been  in  a  position  to  tak-i 
immediate  and  full  advantage  of  some  of  th, 
concessions  which  we  have  obtained.  Never 
theless,  the  trade  results  are  highly  encourag 
ing.  In  the  case  of  Cuba,  our  exports  in 
creased  during  the  first  year  nearly  21  millioi 
dollars,  and  have  continued  to  increase  during 
the  second  year  of  the  agreement.  Export 
to  Belgium  increased  by  nearly  liy2  millioi 
dollars  during  the  first  year;  to  Sweden,  mor< 
than  4%  million  dollars.  To  Canada,  our  ex 
ports  during  the  first  7  months  of  this  yeai 
increased  by  nearly  26  million  dollars  over  tht 
corresponding  period  of  last  year.  Early  fig 
ures  for  some  of  the  countries  with  which  w( 
have  more  recently  negotiated,  notably  France 
likewise  show  very  encouraging  increases. 

These  general  figures  do  not,  however,  ade- 
quately convey  the  meaning  of  the  program  for 
particular  industries  that  are  being  benefited 
by  it.  To  appreciate  this  it  is  necessary  to 
mention  specific  illustrations.  There  are  many 
of  these  of  significance  to  the  country  as  a 
whole  and  many  of  particular  significance  to 
the  State  of  Maryland  as  well. 
*In  the  agricultural  field,  concessions  have 
been  obtained  on  a  wide  variety  of  items — ani- 
mal products,  fruits,  vegetables,  tobacco,  and 
grains  and  grain  products.  Among  others, 
those  on  fruits  and  vegetables,  and  on  tobacco, 
are  of  especial  interest  to  Maryland. 


The  concessions  obtained  on  tobacco  are  of 
rticuhir  significance  to  (his  State.    Tobacco 

one  of  our  major  crops  here  anil,  likewise, 
e  of  the  major  export  crops  of  the  United 
ates.  Maryland  tobacco  has  in  recent  years 
tiered  a  great  decline  in  export  trade.  In  6 
the  14  agreements  so  far  concluded  coll- 
isions have  been  obtained  on  tobacco. 
In  the  industrial  field,  likewise,  the  various 
reements  contain  many  concessions  of  direct 
nefit  to  American  producers.  American 
tnufacturers  of  automobiles,  trucks,  busses, 
^ines,  parts,  and  accessories  have  received 
'ect  benefits  in  13  agreements.  In  the  first 
months  of  the  Canadian  agreement,  the 
mber  and  value  of  motor  vehicles  imported 
>m  the  United  States  virtually  doubled  in 
nparison  with  the  first  half  of  1935. 
Not  a  few  of  the  concessions  we  have  ob- 
ned  for  manufactured  products  are  of  direct 
ue  to  Maryland  industries.  Industrial  ma- 
nery,  electric  motors,  apparatus  and  sup- 
es,  and  iron  and  steel  manufactures  are 
ong  the  products  of  which  Maryland  nor- 
lly  exports  substantial  quantities, 
in  order  to  obtain  these  valuable  concessions 
'  our  export  trade  it  has,  of  course,  been 
:essary  to  grant  concessions  to  other  coun- 
ts in  return.  This  is  where  the  shoe  pinches 
far  as  criticism  of  the  program  is  con- 
ned. It  is  expected  that  we  should  obtain 
uable  concessions  for  our  export  trade,  but 
enever  any  concession  is  granted  in  return 
ich  would  lead  to  any  appreciable  increase* 
the  importation  of  any  product  in  the  least 
ipetitive  with  domestic  industry,  our  policy 
ittacked. 

rhere  is  one  thing  in  particular  which  I 
:h  to  note  in  connection  with  the  appraisal 
the  results  of  the  program  thus  far.  I 
er  to  the  oft-reiterated  charge  that  "we 
ren't  won  a  treaty  yet."  This  is  absurd. 
ose  who   make   this    charge   seize   upon   a 
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formula  for  proving  their  case  which  is  i 
narrow  in  conception  and  as  false  in  impbl 
tion  as  anything  possibly  could  be.  Theypci 
to  the  fact  that  in  a  considerable  numj 
of  cases  our  imports  from  trade-agreemi 
countries  have  increased  by  a  greater  percej 
age  than  our  exports  to  them  on  the  basisii 
the  record  so  far.  They  ignore  not  only  I 
need  for  triangular  trade  but  also  the  influe;: 
of  other  factors  affecting  the  trend  of  tri 
over  which  a  reduction  of  trade  barriers  | 
no  influence  or  control.  They  appear  to 
lieve  that  an  agreement  is  a  failure  if  it  so  h;ji 
pens  that,  for  a  time,  imports  increase  fron 
given  country  more  than  exports  to  it. 

The  truth  is  that  it  is  not  possible  with  I 
solute  accuracy  to  anticipate  when  an  agij 
ment  is  made,  whether  the  increase  in  trade,] 
one  direction  will  be  greater  or  less  than  J 
increase  of  trade  in  the  other  direction.  Th] 
who  negotiate  the  agreements  do  their  best; 
arrive  at  what  appears  to  be  a  reasonable  U 
ance  in  the  value  of  the  concessions  granted! 
each  direction.  Their  mutual  objective  is] 
increase  trade  both  ways.  If  that  is  do 
neither  country  can  possibly  be  the  loser.  B< 
gain.  To  conceive  of  the  process  of  negc 
ating  trade  agreements  as  if  it  were  one 
which  the  interests  of  the  two  parties  are  A 
tagonistic  rather  than  reciprocal  is  to  miscc 
ceive  the  whole  basis  of  the  program. 

I  would  like  to  point  out  another  consider 
tion  which  students  of  the  trade-agreenu 
program  frequently  overlook.  In  the  fii 
analysis,  this  program  is  designed  to  open 
every  corner  of  the  world  to  the  fullest  bene 
possible  which  can  be  derived  from  the  magn 
cent  productive  capacities  which  the  world  1 
developed — to  allow  every  country  to  share 
their  emancipating  effects.  The  variety 
products,  their  quality,  their  availability  e\ 
to  the  lowest  income  groups,  obtainable  tod 
in  the  world  would  astound  our  grandparen 
But  unless  we  open  up  the  channels  of  tra 
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hich  conned  nations,  these  advantages  remain 
mited— their  capabilities  only  half  used.  In 
ir  trade  agreements  we  have  attempted  to 
■oniote  this  purpose  by  striving,  through  duty 
ductions,  to  make  American  products  cheaper 

the  foreign  consumer  and  thus  easier  to  pur- 
igse.  In  seeking  concessions  for  our  export 
•oducts,  we  have  at  all  times  kept  paramount 
o  desirability,  not  of  forcing  unwanted  prod- 
its  on  foreign  consumers,  but  of  enabling 
em  to  get  staples  and  American  specialties 

lower  prices.  The  same  is  true  in  the  case 
'  our  concessions  to  foreign  countries;  when 
nsistent  with  our  own  best  interests,  we  have 
wered  duty  rates  on  products  needed  by  con- 
mers  or  our  industries,  and,  thus,  savings 
ve  resulted  which  can  be  passed  on  down  the 
ie.  Obviously,  this  policy  tends  to  increase 
e  ability  of  the  average  person  to  acquire 
ore  goods.     And  in  this  way  the  individual 

benefited  not  only  as  a  producer — since  a 
riving  foreign  trade  creates  more  jobs  and 
oduction — but  also  as  a  consumer.  Women's 
oups  have  been  particularly  interested  in 
ovements  designed  to  promote  the  interests  of 
nsumers;  hence  for  that  reason  I  feel  that 
•u  may  be  especially  interested  in  this  phase 

the  trade-agreements  program.  The  pro- 
am  tends  toward  bringing  prices  of  goods 
Dre  into  line  with  their  real  value,  with  con- 
juent  savings  of  enormous  significance  to  the 
nsuming  public.  The  housewife  is  naturally 
d  legitimately  interested  in  obtaining  her 
pplies  at  fair  prices;  and  insofar  as  the  ar- 
icial  restrictions  on  goods  moving  in  inter- 
tional  trade  are  diminished,  the  ultimate 
nsumer  will  correspondingly  benefit.  This 
untry  has  not  only  set  about  readjusting  its 
riff  rates  in  the  careful  and  scientific  man- 
r  provided  for  in  the  Trade  Agreements  Act, 
t  has  gone  still  further  by  using  this  proce- 
ire  as  a  lever  to  induce  other  countries  to 
ke  similar  steps.  This  is  what  we  mean 
len  we  refer  to  "breaking  the  log- jam   of 
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world  commerce."    In  every  reciprocal  tra. 
agreement  that  this  country  has  negotiated,  | 
is  important  to  bear  in  mind,  not  only  have  t . 
vital  domestic  interests  of  this  country  as 
whole  been  served,  but  also  in  each  case  oth- 
foreign  countries,  by  formal  agreement,  ha 
not  only  opened  more  widely  their  doors  < 
our   products   but   have   given   us   guarante 
against   discriminatory   treatment.     It   is  a 
parent  that  a  program  which  promotes  neoe 
sary  domestic  readjustments  on  the  one  hat 
and  at  the  same  time  expands  our  foreign  ma 
kets  on  the  other  is  a  program  which  is  in  tl| 
national  interest. 

One  of  the  chief  merits  of  the  trade-agre 
ments  program  is  that  its  broad  objectives  ali 
the  very  antithesis  of  that  much-used  ter: 
"regimentation."  The  goal  is  to  free  the  char 
nels  of  trade,  to  permit  the  products  of  01 
farms  and  factories  to  find  their  natural  ou 
lets  in  the  world  markets,  without  the  sacr 
fice  of  any  vital  domestic  interest.  This  go:j 
can  never  be  achieved,  under  present  eond^ 
tions,  so  completely  as  when  our  agriculture 
surpluses  and  our  manufactured  products  &i 
permitted  to  move  without  artificial  restriii 
tion  into  those  portions  of  the  world  whei 
they  are  most  in  demand.  Certain  opponeni 
of  the  trade-agreements  program,  those,  fc 
instance,  who  believe  in  narrow  preferenti; 
bilateral  pacts,  fail  to  realize  this  fundament?! 
fact  and  would  have  us  engage  in  a  complef! 
and  thoroughgoing  regimentation  of  our  fo: 
eign  trade. 

Lest  any  of  us  fail  to  appreciate  fully  whs 
regimentation  of  foreign  trade  really  involve; 
permit  me  to  make  myself  somewhat  more  ej 
plicit  on  this  point.  In  certain  Europea 
countries  the  control  of  imports  and  export 
by  centralized  bureaus  and  agencies  has  bee 
carried  to  an  extreme  point.  The  result  ha 
been  the  creation  of  quotas  to  determine  th 
quantities  of  goods  which  may  be  imported  o 
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orted  from  different  countries  and  the  cre- 
ni  of  artificial  currency  values  to  determine 
ir  value.  If  an  importer,  for  example,  de- 
>S  to  purchase  goods  from  B  certain  country, 
is  obliged  to  go  through  a  lengthy  process 
furnishing  information,  filling  out  forms 
[  applications,  and  satisfying  various  re- 
rements  established  by  governmental  regu- 
011  before  obtaining  authorization  to  im- 
t  these  goods;  he  must  therefore  obtain  the 
>roval  of  the  government  in  obtaining  the 
eign  exchange  with  which  to  pay  for  them. 

may  even  be  completely  denied  the  privi- 
3  of  importing  the  goods  he  desires  as  a 
dt  of  foreign  exchange  or  quota  restrictions 
iblished  by  his  government.    In  any  event, 

whole  procedure  is  a  laborious  and  cum- 
some  one,  involving  the  creation  of  innu- 
rable  bureaus  and  official  agencies  to  exercise 

control  which  is  desired  and  resulting  in  a 
3  of  time  and  money  on  the  part  of  the  mer- 
nt.  For  example,  a  foreign  government 
y  arbitrarily  determine  that  at  a  given 
ment  it  becomes  illegal  for  an  importer  to 
'chase  any  more  American  tobacco  on  the 
mid  that  the  quota  has  been  exhausted, 
e  same  practical  effect,  on  another  occasion, 
y  take  place  when  a  similar  prohibition  is 
Dosed  on  the  theory  that  there  is  an  alleged 
>rtage  of  foreign  exchange.  The  results  of 
s  system  are  twofold,  and  both  are  bad: 
e  importer,  or  consumer,  is  prevented  by 
-ernmental  edict  from  obtaining  the  goods 

wishes  to  purchase;  and  the  American 
mer  and  exporter  are  deprived  of  a  natural 
1  legitimate  market.  The  establishment  of 
Dtas,  country  by  country,  necessarily  in- 
ves  the  allocation  of  each  quota  among  in- 
ddual  producers  or  exporters.  To  deter- 
ne  fairly  the  proportions  of  the  total  q^ota 
be  assigned  to  each  individual  producer  and 
pper,  as  is  necessitated  by  any  narrow  bi- 
eral  theory  of  balanced  trade  between  two 
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countries,  is  a  task  which  would  tax  the  w- 
dom  of  a  Solomon,  the  justice  of  a  Jove,  ail 
the  utmost  industry  of  the  bureaucrat. 

I  think  it  desirable  to  emphasize  that  tf 
trade-agreements  program  is  destined  to  fr. 
our  exporter  from  burdensome  restrictions  ai 
regimentation  rather  than  to  weigh  him  do^j 
still  more  heavily  with  such  burdens. 

Our   task   in   reviving   international  trad 

which  was  incredibly  difficult  when  we  bega 

our  efforts  3  years  ago,  has  become  more  hop! 

ful.     The  Economic  Committee  of  the  Leagi 

of  Nations  last  month  unanimously  endorse 

this  policy  we  have  adopted  and  has  declare 

that  the  way  to  reduce  trade  barriers  lies  ij 

the  negotiation  of  bilateral  agreements  base 

on  the  most-favored-nation  clause  and  has  ad 

serted  its  conviction  that  world  recovery  coul 

not   be   obtained   without   reduction    in   trad 

barriers.     Within  the  last  few  weeks  came  th 

announcement  to  the   world   of  the   so-calfe 

"gentleman's   agreement"  between  the  clemoc 

racies    of    Great    Britain,    France,    and    th 

United  States  moving  toward  a  greater  stabil 

ity  in  currencies.     Then  followed  the  devalua,' 

tion  of  the  currencies  of  France,  Switzerland; 

and  Italy,  with  attendant  reduction  in  tariff 

and  removals  of  quotas,  all  of  them  affecting 

quantities  of  American  exports.     These  rapk 

and  dramatic  moves  have  served  to  bring  abou 

a  more  nearly  normal  relationship  between  cur 

rency  values,   and  together   with  these   tari£ 

revisions  and  quota  eliminations  should  prov. 

a  noteworthy  stimulus  to  reviving  internationa 

trade. 

The  success  of  the  trade-agreements  pro 
gram  depends  upon  support— the  support  oj 
groups  like  yours— to  keep  it  effective  and  tc 
make  it  a  valuable  instrument  of  national 
policy.  Your  group  and  others  like  it  car 
rest  assured  that  in  working  for  the  success  ol 
this  policy  you  will  be  helping  to  save  the 
democratic  approach  in  international  economic 
relations,  which  means  peace. 
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\nd  after  all,  that  is  the  uppermost  ques- 
n  in  the  minds  of  every  one  of  us  today. 
3  cannot  but  admit  that  the  greater  the  eco- 
mic  pressure  to  which  a  nation  is  subjected, 
j  more  desperate  it  becomes  in  its  search  for 
jkets  for  its  products  or  goods  which  repre- 
i\  the  vital  needs  of  its  domestic  economy. 
,w  often  in  these  latter  years  the  world  has 
aj  the  same  tragic  series  of  events — lack  of 
sees  to  raw  materials;  the  control  of  ex- 
ange;  the  imposition  of  quotas,  often  dis- 
minatory;  curtailment  of  exports  and  im- 
rts;  economic  prostration;  and  then  the 
&  stages — widespread  unemployment;  star- 
tion;  the  dire  suffering  of  countless  thou- 
ads  of  human  beings.    And  finally,  the  fran- 

resort  of  governments,  without  regard  for 
3t,  to  the  rapid  increase  of  armaments 
rough  the  manufacture  of  munitions— for 
e  moment,  as  an  expedient  for  reviving  in- 
istry  and  to  give  employment  but  eventually 
d  infallibly  as  a  means  of  acquiring, 
rough  conquest,  that  which  they  failed  to 
tain  through  the  peaceful  channels  of  nor- 
al  trade. 
The  clash  of  economic  interests,  whether  it 

in  the  strife  for  access  to  raw  materials  or 
aether  it  be  in  the  endeavor  to  dominate  for- 
gn  markets  to  the  exclusion  by  force  of  other 
ading  nations,  leads  most  inevitably  to  a 
ndition  which  is  pregnant  with  the  seeds  of 
ar.  By  insuring  the  restoration  of  healthy 
ternational  trade,  so  that  each  nation  may 
11  that  which  it  produces  best  and  purchase 
Lat  which  it  needs  most,  the  trade-agreements 
;ogram,  in  my  judgment,  constitutes  the  sur- 
t  road  toward  the  promotion  of  those  condi- 
ons  which  alone  can  give  us  confidence  that 
le  scourge  of  war  can  be  prevented  from 
ivaging  once  more  the  face  of  the  earth. 
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OUR  PROBLEM 
OF  FOREIGN  TRADE ' 

I  am  delighted  indeed  to  have  this  chance 
»f  talking  over  with  you  our  American  trade- 
igreements  program,  and  in  discussing  it  I 
\ ant  so  far  as  possible  (o  get  away  from  parti- 
All  or  political  considerations.  The  program 
\  as  not  adopted  as  a  partisan  measure.  It  was 
ormulated  to  meet  a  great  national  emergency 
diieh  threatened  peril  if  not  disaster  to  our 
armers  and  to  our  manufacturers.  I  believe 
hat  Congress  in  meeting  that  emergency 
rained  legislation  that  is  wise  and  that  is  con- 
tructive.  I  believe  that  this  carefully  framed 
egislation  has  been  administered  in  a  wise  and 
onstructive  way.  I  believe  that  the  act  era- 
odies  the  most  scientific  method  of  tariff  ad- 
nstment  to  meet  a  great  national  emergency 
hat  our  country  has  ever  known.  I  am  glad  of 
he  chance  to  tell  you  about  it  as  simply  as  I 
an. 

.  America  Is  Dependent  on  Foreign  Trade 

Xo  thinking  person  advocates  a  program  of 
omplete  economic  self-sufficiency  for  the 
Jnited  States.  We  must  trade.  Out  of  the 
tidustrial  revolution  grew  an  age  of  speciali- 
ation.  There  were  not  enough  sheep  in  Eng- 
and  to  supply  wool  for  English  spinning  jell- 
ies turning  out  cloth  at  such  unprecedentedly 
3w  prices.  Wool  had  to  be  bought  from 
broad  to  supply  the  English  machines;  and 
oon  England  was  not  only  importing  wool  but 
xporting  woolen  cloth  as  well.  Localities  pos- 
essing  large  coal  or  ore  deposits  became  cen- 

*Address  delivered  by  the  Honorable  Francis  B. 
ayre,  Assistant  Secretary  of  State,  before  the  Utica 
branch  of  the  Foreign  Policy  Association,  Utica,  N.  Y  , 
'ct.  22,  1936,  at  8 :  15  p.  m. 
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ters  for  feverish  industrial  activity,  depended 
upon  imports  of  necessary  raw  materials  an 
upon  foreign  markets  for  the  sale  of  thei 
products.  As  a  result  throughout  the  worl 
came  a  specialization  of  national  economic  8 
forts  which  today  makes  complete  national  sell 
sufficiency  an  anachronism. 

This  specialization  resulted  in  enormousl 
increased  productive  efficiency.  New  life,  ne^ 
business,  and — most  important  of  all — new  an; 
higher  standards  of  living  resulted. 

As  a  corollary  of  increased  wealth  for  eac" 
nation  came  increased  dependence  on  the  prod 
ucts  or  markets  supplied  by  other  nations.  A: 
industrialized  nation,  buying  additional  food 
stuffs  from  abroad  in  exchange  for  its  indus 
trial  exports,  is  capable  of  supporting  a  fa 
larger  population  than  if  it  had  remained  on  m 
agricultural  basis.  In  1800  Europe's  popula 
tion  totaled  180  million ;  today  it  is  450  millior 
Once  the  population  of  an  industrialized  stat 
thus  increases  beyond  the  numbers  which  it 
agriculture  could  support,  a  cessation  of  its  for 
eign  trade  must  mean  catastrophe  for  its  eco- 
nomic and  social  life.  It  means  forcing  dowi 
the  nation's  standard  of  living  to  a  disastrou 
level — even  actual  starvation  by  slow  processe 
for  large  numbers  of  its  people. 

That  is  why  America  must  carry  on  foreigj 
trade.  Every  blow  at  our  foreign  trade  is  i 
direct  thrust  at  our  economic  and  social  life 

No  one  seriously  proposes  that  we  volun 
tarily  cease  to  import  rubber,  tin,  nickel,  a? 
bestos,  antimony,  manganese,  or  any  of  th 
numerous  other  commodities  on  which  ou 
great  industries  are  literally  dependent.  W 
also  need  coffee,  tea,  bananas,  chocolate,  am 
many  other  tropical  products  which  we  can 
not  produce. 

Our  need  is  even  more  compelling  to  sel 
abroad  our  heavy  surpluses  of  cotton,  tobacco 
automobiles,  machinery,  and  other  products 
Unless  we  can  continue  to  sell  these  in  f  oreigi 


oarkets  more  than  half  of  our  cotton  planters, 
wo  li  ft  lis  of  our  leaf-tobacco  growers,  almost 
Kilt"  of  our  dried-fruit  producers,  and  very 
abstantial  numbers  of  our  factory  workers, 
mr  industrial  producers,  our  transport  work- 
rs,  must  be  reduced  to  idleness.  Their  very 
Insistence  depends  upon  foreign  markets. 

I.   The   Problem   Confronting   America  in 
1933 

The  problem  of  foreign  trade  which  we 
aeed  in  1933  was  one  growing  out  of  the  eco- 
lomie  aftermath  of  the  war.  Averted  for  a 
.eeade  by  huge  foreign  loans,  economic  chaos 
urst  upon  us  in  1929.  Nations  entered  into 
everish  competition  with  each  other  to  sell  to 
oreigners  a  maximum  and  to  buy  from  for- 
igners  a  minimum  of  goods.  To  protect 
gainst  huge  excesses  of  imports  over  exports 
nd  the  consequent  outflow  of  gold,  nations 
aught  to  cut  down  their  imports  by  launching 
itensive  drives  toward  national  "autarchy", 
r  economic  self-sufficiency.  This  movement 
ras  still  further  intensified  by  military  con- 
iderations.  New  governmental  measures  were 
evised  arbitrarily  to  restrict  imports, 
'hrough  the  means  of  "quota"  restrictions  the 
nportation  of  goods  was  cut  to  absolute,  fixed 
mounts;  and  by  assigning  arbitrary  quotas 
)  different  nations  this  new  economic  weapon 
ime  to  be  used  to  favor  some  and  discriminate 
gainst  rivals.  Other  weapons  were  forged 
3r  the  same  ends — exchange-control  restric- 
ons,  government  trade  monopolies,  import- 
censing  requirement.  Through  these  new  eco- 
omic  weapons  nations  found  a  way  to  sell 
leir  own  markets  to  the  highest  bidders  and 
)  strike  with  deadly  effect  against  the  very 
itals  of  their  trade  rivals.  Preferences  and 
iscriminations  became  the  order  of  the  day. 
ration  became  pitted  against  nation  in  the 
arry  and  thrust  of  bitter  trade  rivalry.    The 


trade  highways  of  the  world  became  blocki 
with     impossible     barriers.       Traffic     becar 
choked.    International  trade  fell  to  a  third 
its  1929  value. 

The  United  States  could  not  escape  the  effee 
of  this  world-wide  shrinkage  of  internation 
trade.  From  1929  to  1933  the  value  of  Amei 
can  exports  declined  by  68  percent,  or  fro 
$5,157,000,000  to  only  $1,647,000,000.  Durir 
that  period  the  value  of  our  exports  of  ra 
cotton — upon  which  the  economic  structure 
the  entire  South  is  vitally  dependent — fell  1 
almost  half.  Shipments  of  meat  products  d 
creased  in  value  by  67  percent,  and  those 
wheat  and  flour  by  90  percent.  To  the  resu^ 
ing  losses  in  farm  incomes  due  to  lessened  sal 
must  be  added  the  losses  due  to  the  sharp. i 
duction  in  domestic  prices  caused  by  the  gh 
ting  of  home  markets  with  unsalable  surplus 
diverted  from  foreign  shipment.  The  ec 
nomic  prostration  of  the  farmer  had  a  dire 
and  devastating  effect  upon  the  livelihood 
merchants,  bankers,  those  in  the  service  trad; 
professional  men,  and  others  in  our  small  agi 
cultural  towns.  Exports  of  manufactur 
goods,  other  than  foodstuffs,  declined  by  $ 
400,000,000,  or  more  than  70  percent,  Suift 
ing  throughout  the  country  became  intent 
It  was  evident  that  something  had  to  be  dor 

III.  The  Trade-Agreements  Program 

It  was  in  the  light  of  this  experience  tl) 
Congress  was  called  upon  to  restore  our  vani? 
ing  foreign  trade. 

A.  BILATERAL  RECIPROCAL  APPROACH 

The  first  major  question  concerned  the  n 
chanics  by  which  we  should  attack  the  ba 
riers  which  were  damming  up  our  expor 
The  mere  unilateral  reduction  of  such  of  o 
own  rates  of  duty  as  were  excessively  high,  : 
matter  how  wisely  effected,  could  have  given  : 
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ssurancc  tli;i(  I  lie  formidable  barriers  to  our 
►mineree  created  by  foreign  nations  would 
kewise  be  modified.  On  the  oilier  hand,  the 
itricate  complexities  of  foreign  trade  and  the 
iflering  commercial  policies  of  various  nations 
the  time  made  any  general  or  multilateral 
>proach  seem  hopeless.  From  time  to  time  in 
ie  past  we  had  sought  to  stimulate  our  for- 
gn  commerce  by  reciprocal  trade  arrange- 
ents  with  individual  countries — with  Canada 
1854,  with  various  countries  under  the 
cKinley  Tariff  Act  of  1890  and  the  Dingley 
mfF  Act  of  1897,  and  with  Cuba  in  1902.  Ac- 
►rdingly,  Congress,  after  extensive  considera- 
im  and  debate,  adopted  the  reciprocal  ap- 
roach  as  the  only  feasible  one  which  would 
sure  to  us  practical  results. 

EQUAL  TREATMENT  AS  OPPOSED  TO  PREFERENTIAL 

Secondly,  Congress  had  to  choose  between 
ro  alternatives  in  determining  the  basis  of 
igotiations.  The  one  alternative  was  the  giv- 
g  and  seeking  of  exclusive  trade  preferences, 
ch  side  endeavoring  by  shrewd  "Yankee 
ading"  to  out-trade  the  other.  This  is  the 
ethod  which  certain  European  nations  had 
ied  in  the  post-war  period  with  such  lamen- 
ble  results.  It  is  the  practice  which  more 
an  anything  else  led  to  the  growing  strangu- 
tion  of  international  trade.    What  many  fail 

understand  is  that  every  preference  exclu- 
rely  granted  to  a  single  nation  constitutes  in 
i  very  essence  a  discrimination  against  some 

other  nations.  Once  the  United  States  be- 
ns  discriminating  against  other  nations,  they 
til  naturally  begin  discriminating  against  us. 
e  would  thereby  surrender  the  very  basis  for 
r  protection  of  American  commerce  abroad, 
r  when  we  once  cease  to  give  equality  of 
?atment  to  others  we  can  no  longer  demand 
for  ourselves.  Trading  in  preferences  leads 
escapably  and  inevitably  to  economic  chaos. 


Stability  is  sacrificed  to  conflict.  Furthermok 
experience  has  shown  that  trading  in  preft. 
ences  requires  governmental  control  of  expoi; 
and  imports  to  make  the  preferences  effects, 
In  other  words,  trading  in  preferences  ail. 
discriminations  not  only  would  leave  Amelia 
commerce  defenseless  against  retaliatory  di 
criminations  by  foreign  countries,  but  wouj 
lead  inescapably  to  a  regimentation  and  straf 
jacketing  of  American  business  at  home,  whil 
would  be  utterly  inconsistent  with  Americil 
democratic  traditions. 

The  second  alternative  is  negotiation  on  tl 
democratic  basis  of  equality  of  treatment  to  sj 
nations  alike — the  principle  upon  which  Amer 
can  foreign  commercial  policy  has  firmly  restet 
ever  since  the  first  days  of  our  Republic.  Tbi 
means  neither  giving  nor  receiving  exclusi 
preferences,  but  granting  the  benefits  of  tarij 
reductions  to  all  nations  alike  which  give  to 
the  benefit  of  their  own  minimum  rates,  inclui 
ing  those  under  their  existing  or  future  tra< 
arrangements  with  other  countries.  There 
here  no  giving  away  of  something  for  nothing 
it  is  a  treatment  of  equality  given  only  to  tho,L 
foreign  nations  which  give  to  us  the  same  trea! 
ment  of  equality  in  return.  This  is  what 
technically  called  the  most-favored-nation  pc 
icy.  In  spite  of  ignorant  and  superficial  cri 
icism  and  widespread  misunderstanding,  th 
policy,  which  George  Washington  himse 
strongly  advocated  in  his  Farewell  Addre' 
and  which  has  been  a  cornerstone  of  Americi' 
commercial  policy  ever  since,  constitutes  ti 
very  essence  of  American  democracy,  i.  < 
equality  of  treatment  to  all.  Only  thus  cs 
genuine  protection  be  assured  for  America 
commerce  abroad. 

Congress,  therefore,  in  framing  the  Tra< 
Agreements  Act,  had  to  choose  between  ti 
alternative  policies  of  trading  in  preference 
or  of  following  the  most-favored-nation  pra 
tice  of  equality  to  all.     Fortunately,  it  was  tl 


mil  of  these  alternatives  which  Congress, 
t  careful  deliberation,  adopted. 
Lxperience  has  more  than  justified  the  choice. 
instance,  the  trade  agreement  concluded 
Ben  tin4  United  States  and  Belgium  reduced 
Belgian  duty  on  unassembled  Low-priced 
Robiles  from  about  10,000  francs  to  0,000 
u-s.  Seventeen  days  later  Belgium  made  a 
I  agreement  with  France,  still  further  re- 
■g  the  automobile  duty  to  4,000  francs. 
1  it  not  been  for  the  most-favored-nation 
ise  in  our  trade  agreement  with  Belgium, 
erican  automobile  exporters  could  not  have 
lined  the  benefit  of  the  4,000-franc  duty, 
French  automobile  producers  might 
e  crowded  American  producers  out  of  the 
Ian  markets. 

SENATORIAL    OR    CONGRESSIONAL    APPROVAL 

I  third  decision  confronting  Congress  was 
method  of  concluding  the  tr*ade  agree- 
its.  The  contemplated  reciprocal  arrange- 
lts  could  have  been  accorded  the  dignity  of 
ities  requiring  senatorial  ratification.  The 
stion  of  time  was  alone  sufficient  to  rule  out 
i  method.  Other  nations — either  through 
vesting  of  authority  in  the  executive  or  bv 
;ue  of  the  parliamentary  system  which  in- 
*s  the  executive  of  legislative  support — had 
power  to  act  promptly.  In  the  14-month 
iod  prior  to  the  consideration  of  the  trade 
eements  by  Congress,  foreign  countries  had 
3red  into  69  bargaining  agreements  relating 
customs  treatment.  Trade  would  be  lost 
■e  trade  agreements  subjected  to  the  cum- 
us  procedure  of  treaty  making.  Our  Senate 
n  session  for  only  part  of  the  year,  and  in 
mt  years  the  demand  upon  its  time  when 
session  is  enormous.  It  would  have  been  a 
-ctical  impossibility  to  offer  the  prompt 
ion  which  alone  could  interest  foreign  na- 
ls  if  Senate  ratification  were  required. 


The  same  practical  considerations  militat- 
against  providing  for  the  approval  or  ratifi. 
tion  of  the  agreements  by  a  majority  of  be 
Houses. 

Instead  Congress  followed  the  precedent  A 
tablished  by  a  long  line  of  legislation  of  utill 
ing  the  executive  department  of  the  Govei 
ment  to  insure  prompt  customs  action.  M<| 
notable  of  these  precedents  are,  perhaps,  t; 
tariff  acts  of  1890  and  1897,  to  which  I  hal 
already  referred,  and  the  "flexible"  provision 
of  our  more  recent  tariff  laws.  Under  the  18 
and  1897  statutes  commercial  agreements  pi! 
viding  for  reciprocal  customs  concessions  [ 
continuance  of  existing  favorable  custorj 
treatment  were  concluded  under  President] 
authority  with  19  countries.  Since  1922  o 
tariff  laws  have  contained  so-called  "flexibl 
provisions,  authorizing  the  President,  after  i 
vestigation  by  the  Tariff  Commission,  to  rai 
or  lower  particular  tariffs  by  50  percent.  A 
though  this  provision  has  never  been  extensiv 
ly  used,  and  of  course  could  not  prove  effecti; 
in  securing  reductions  of  tariffs  in  forei^ 
countries,  the  validity  of  this  method  of  Pres 
dential  tariff  making  has  been  affirmed  by  tl 
courts. 

Following  a  well-established  line  of  prec 
dents,  therefore,  the  Trade  Agreements  Act  ai 
thorized  the  President  to  negotiate  reciproc* 
agreements  under  standards  set  forth  in  the  a; 
and  empowered  him  to  modify  existing  custoij 
duties  within  a  50-percent  limit  in  exchange  f( 
foreign  concessions. 

D.    PUBLIC  NOTICE  AND  OPEN  HEARINGS 

In  granting  this  authority  to  the  Presiden 
Congress  was  careful  to  insure  against  arbitral- 
or  bureaucratic  action  which  characterize 
the  customs  regulation  of  certain  foreign  cour 
tries,  where  quotas  may  be  reduced,  import 
licenses  revoked,  available  exchange  cut  off.  o 
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rter  permits  withdrawn  almost  overnight 
th  no  opportunity  for  advance  notice  or  open 
brings.  Under  the  act  no  agreement  can  be 
icluded  without  prior  announcement  and  full 
portnnity  having  been  afforded  interested 
ivate  individuals  to  present  their  views. 
ie  hearings  which  form  a  regular  part  of  the 
ocedure  are  not  essentially  different  from 
>se  held  by  other  American  administrative 
dies,  such  as  the  Federal  Trade  Commission, 
3  Tariff  Commission,  or  the  Interstate  Com- 
>rce  Commission.  The  determination  of 
ty  reductions  and  trade  arrangements  is  not 
't  to  isolated  professional  bureaucrats.  Ili- 
ad all  the  resources  of  the  Government  hav- 
r  to  do  with  foreign  trade  are  called  upon 
p  full  study  and  examination  of  the  various 
oposals,  including  the  Departments  of  State, 
►mmerce,  Agriculture,  Treasury,  and  the 
iriff  Commission. 

We  are  constantly  attempting  to  improve  the 
>thods  by  which  informed  and  interested  in- 
riduals  may  present  their  views.  We  fully 
agnize  their  interests  and  the  Congressional 
mdate  that  those  interests  must  be  carefully 
otected.  There  is  in  fact  no  star-chamber 
mosphere  about  the  negotiations,  despite  the 
casional  charges  of  secrecy.  Manifestly  the 
gotiators  cannot  reveal  their  hand  to  the 
her  side  by  prior  publicity  as  to  the  specific 
ductions  which  they  are  prepared  to  bargain 
th.  Indeed  until  the  negotiations  are  com- 
ete  it  is  impossible  to  tell  what  the  ultimate 
change  of  concessions  may  embrace.  How- 
er,  the  commodities  of  which  any  negotiating 
ition  is  the  chief  or  important  supplier  are 
dl  known  to  the  respective  American  pro- 
icers  who  have  ample  opportunity  to  present 
'tailed  evidence  either  in  open  hearings  or 
herwise.  In  addition  to  the  formal  open 
tarings  countless  informal  conferences  are 
dd  by  the  various  departments  with  individ- 
ds  or  business  groups,  and,  up  to  the  last  mo- 
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ment,  the  various  Government  departm, 
concerned  welcome  information  and  crit 
comments  which  any  business  concerned 
care  to  submit. 

IV.  Achievements  Under  the  Trade- Agi 
ments  Program 

The  process  of  reducing  trade  barriers  by 
gotiation  with  individual  countries  is  from 
very  nature  a  gradual  one,  and  its  effects 
not  to  be  measured  by  quick  and  superficial . 
tistics.  Nevertheless,  such  evidence  as  we  h 
indicates  an  unmistakable  and  continuing  g 
in  American  foreign  trade,  in  no  small  dee 
attributable  to  the  trade-agreements  progni 

Fourteen  trade  agreements  have  now  b; 
signed,  13  of  which  are  in  effect.  Our  fore; 
trade  with*  these  14  countries  constituted,  j 
cording  to  1934  figures,  over  37  percent  of  J 
total  foreign  trade.  Other  trade  agreemej 
are  in  process  of  negotiation. 

Total  commerce  with  countries  with  wh 
trade  agreements  have  been  negotiated  showj 
gratifying  increase.    The  following  specific 
stances  are  significant.    United  States  expo] 
to   Cuba   increased   by   $21,000,000   in   the! 
months  immediately  following  the  effective  d 
of  the  agreement  with  that  country,  Septeml 
3,  1934.     On  the  basis  of  calendar  years,  c 
exports  to  Cuba  increased  in  value  from  $2 
000,000  in  1933  to  $60,000,000  in  1935,  wis 
agricultural   exports  more   than   doubled, 
creasing  from  $6,800,000  in  1933  to  $14,900,0 
in  1935.    In  the  first  6  months  of  1936  our  to 
exports  to  Cuba  showed  a  further  increase 
16  percent  over  the  corresponding  months 
1935. 

Our  exports  to  Belgium  increased  by  $1 
000,000  during  the  first  year  under  the  Belgi 
agreement,  or  by  23.6  percent,  as  compared  wi- 
the preceding  year.  As  a  result  the  Unit 
States  has  improved  its  relative  position  in  t 
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ilgian  market;  ami  ;i  study  now  in  progress 
dicates  thai  the  increase  of  American  prod- 
ts  imported  for  consumption  in  Belgium 
urn  which  Belgium  granted  duty  concessions 
is  more  than  65  percent,  ns  compared  to  about 
percent  with  respect  to  American  products, 
her  than  cotton,   not    covered  by  the  agree- 

Mlt. 

Imports  into  Sweden  from  the  United  States 
creased  by  G.6  million  dollars  during  the  first 

months  of  the  Swedish  agreement. 
Canadian  imports  from  the  United  States  in- 
eased  during  the  first  6  months  of  the  agree- 
iMit  by  15  percent  as  compared  with  the  cor- 
sponding  period  in  1935,  or  from  155.7  mil- 
Hi  dollars  to  178.9  million  dollars.  Of  even 
ore  striking  significance  is  the  fact  that  dur- 
g  this  period  the  increase  in  Canadian  im- 
>rts  from  the  United  States  of  items  on  which 
inada  granted  duty  reductions  amounted  to 

percent,  whereas  imports  of  all  other  Ameri- 
n  commodities  increased  by  only  15  percent. 
I  do  not  want  to  weary  you  with  statistics. 
at  I  do  want  you  to  realize  that  the  trade 
[reements  are  already  bearing  fruit,  not 
erelv  in  a  few  detached  instances  but  along 
widespread  front.  Increased  foreign  mar- 
ts can  be  secured  by  reciprocal  agreements 
id  are  actually  being  secured  today  in  increas- 
g  degree  as  the  trade-agreements  program 
>es  forward.  During  1935  our  foreign  sales 
:ceeded  those  of  1934  by  150  millions  of  dol- 
rs,  and  in  the  first  6  months  of  1936  they  in- 
eased  by  a  further  130  millions  as  compared 
ith  the  first  half  of  1935. 
Our  trade-agreements  program  has  been 
iticized  on  the  ground  that  our  imports  from 
me  of  the  countries  with  which  agreements 
ive  been  negotiated  have  increased  by  a  larger 
rentage  than  our  exports  to  these  same  coun- 
ies.  Comparisons  of  this  sort  might  have 
•me  validity  if  what  we  were  concerned  with 
ere  the  state  of  our  trade  balance  with  each 
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individual  country.  But  such  bilateral  bain 
ing  is  the  very  way  to  regiment  and  desi< 
trade.  What  we  are  seeking  to  do  is  to  res» 
to  international  trade  its  essentially  flexible 
triangular  character,  because  only  when  itj 
erates  on  that  basis  can  it  really  revive  audi 
pand  for  the  benefit  of  ourselves  and  ever} 
else. 

Moreover,  to  suggest  that  we  have  someli 
or  other  got  the  worst  of  the  bargain  becaus; 
some  cases  imports  have,  over  a  short  peril 
increased  at  a  more  rapid  rate  than  export 
equivalent  to  arguing  that  imports,  whatJ 
their  nature,  are  wholly  bad  and  are  detrint 
tal  to  our  national  interest.  Whenever  pros} 
ity  is  increasing,  the  country  needs  incres 
amounts  of  raw  materials  for  our  factories 
our  industries.  Whenever  disastrous  drou£ 
occur,  imports  of  feedstuff's  are  necessary 
save  our  farmers  from  famine  prices  and 
save  our  cattle  from  having  to  be  slaughtei 
To  argue  that  under  these  special  conditi 
trade  agreements  are  failing  if  imports  til 
each  country  exceed  exports  to  that  country! 
veals  either  a  false  philosophy  or  the  intent 
deceive  the  American  people. 

Again,  the  increase  of  our  agricultural 
ports  has  been  seized  upon  in  an  attempt 
convince  farmers  that  the  trade-agreeme 
program  is  wrecking  them.  Actually,  howej 
most  of  the  increases  in  our  imports  of  as 
cultural  products  either  have  been  in  nonc< 
petitive  commodities  like  coffee,  rubber,  silk 
the  like,  or  in  products  of  which  there  have  to 
domestic  shortages  due  to  droughts.  So  far 
the  increased  farm  imports  in  1935  are  c 
cerned — and  these  have  been  widely  p 
claimed — they  were  due  almost  entirely  to  f 
tors  other  than  trade  agreements. 

Except  for  sugar,  no  important  tariff  cut 
agricultural  items  was  in  effect  in  any  part 
1935,  and  imports  of  sugar  were  limited 
quotas  directly  established  by  Congress.    W 
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er  half  of  our  normal  agricultural  imports 
i>  not  directly  competitive  and  merely  reflect 
[increased  demand  due  in  pari  to  revived  ex- 
nts  with  the  consequent  need  of  additional 
w  materials  and  in  part  to  marked  domestic 
tprovement  of  American  business  conditions. 
f  the  remaining  half,  the  outstanding  cause 
r  the  increased  agricultural  imports  of  L935 
is  the  unprecedented  drought  of  the  preced- 
g  year. 

Similarly  the  great  drought  of  the  present 
ar  has  created  an  urgent  need  for  certain 
nds  of  feeds  and  foodstuffs.  We  need  mi- 
nis of  these  products  to  save  ourselves  and 
ir  farmers  from  famine  prices  and  from  dis- 
ter,  and  these  goods  are  coming  in,  not 
rough  gaps  in  our  tariff  wall  made  by  trade 
rreements,  but  over  our  tariff  wall. 
The  justification  for  our  trade-agreements 
•ogram  rests  on  grounds  far  broader  than 
irrent  import  statistics.  It  is  a  program  di- 
eted toward  the  achievement  of  permanent 
id  far-reaching  results.  It  seeks  to  encour- 
re  the  lowering  of  trade  barriers  by  other 
•untries  throughout  the  world.  And  al- 
lOiigh  progress  of  this  kind  must  be  slow,  we 
ie  unmistakably  moving  forward.  Within  the 
ist  few  weeks  the  nations  of  the  world,  speak- 
g  at  Geneva,  have  declared  that  only  through 
ie  lowering  of  trade  barriers  can  true  pros- 
srity  return.  Even  more  recently  France, 
aly,  and  Switzerland  have  independently 
wered  in  substantial  amounts  their  tariff  du- 
es on  American  products.  The  whole  system 
I  strangulation  of  world  trade  is  beginning  to 
reak. 

V.  Trade  Agreements  as  an  Aid  to  Peace 

May  I  close  by  stressing  one  final  aspect  of 
ie  trade-agreements  program.  No  nation  is 
>  abundantly  endowed  with  natural  resources 
id  technical  skill  that  it  can  be  economi- 
dly  sufficient  unto  itself  and  remain  prosper- 
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ous.     Trade  constitutes  the  very  life  blood  : 
nations. 

If  orderly  processes  of  trade  break  down 
a  means  for  securing  the  ready  exchange  \ 
goods  and  the  distribution  of  the  necessary  r^ 
materials  of  the  world,  conquest  and  the  mail 
to  imperialism  become  well-nigh  irresistil; 
Economic  nationalism  and  its  corollary,  imj 
rialistic  expansion,  alike  lead  to  perpetual  cci 
flict. 

America  must,  therefore,  reach  out  towa 
liberal  trade  policies,  such  as  the  trade-agr 
ments  program,  not  only  because  increas 
trade  means  increased  profits  but  because  iti 
the  only  sure  foundation  upon  which  to  bu| 
for  world  peace. 
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WORLD  PEACE 
AND  FOREIGN  TRADE' 

It  is  an  honor  and  a  privilege  for  me  to  have 
lie  opportunity  of  being  with  you  at  this 
apresentative  gathering  of  the  Good  Neighbor 
ieague.  The  philosophy  of  the  good  neighbor 
oes  back  to  the  parable  of  the  Good  Samari- 
ni :  and  in  spite  of  present-day  efforts  to 
iebunk"  everything  of  value,  I  have  heard  no 
ne  quarrel  with  the  underlying  philosophy  of 
iiat  parable.     It  is  when  one  comes  to  applying 

that  trouble  begins. 

The  "good  neighbor"  principle  is  as  appli- 
ible  to  nations  as  to  men.  But  the  history  of 
le  last  20  years  has  strikingly  taught  us  that 
eace  does  not  come  merely  because  the  great 
lajority  of  people  in  the  world  wish  for  it.  I 
ippose  that  over  95  percent  of  the  people  all 
vrer  the  world  are  today  wishing  for  peace, 
'hey  are  the  ones  who  would  be  called  upon  to 
ght  in  case  of  war.  Why  is  peace  not  then 
ssured  ?  Is  it  because  foreign  rulers  and  f or- 
gn  ministries  throughout  the  world  do  not 
ssire  peace  ?  Not  at  all.  In  the  main  they,  too, 
re  ardently  desirous  of  peace.  Rulers  and  peo- 
le  alike  are  caught  in  the  grip  of  forces  which 
em  well-nigh  irresistible  and  which  seem  to 
3  sweeping  us  all,  in  spite  of  our  desires, 
Barer  and  nearer  the  brink  of  catastrophe. 
Surely  the  lesson  of  the  last  20  years  is  ines- 
ipable.  Peace  cannot  be  built  upon  mere  emo- 
on.  The  stabilization  of  peace  depends  upon 
ie  slow  and  careful  building  of  a  solid  sub- 
ructure    of    sound    political    conditions    and 
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healthy  economic  relationships  between  elas; 
conscious  groups  and  race-conscious  nations.  ] 
is  when  political  or  economic  conditions  becoir 
intolerable  that  most  men  fight.  The  tur 
which  economic  policies  takes  today  in  larg 
part  spells  the  destiny  of  tomorrow.  If  th 
nations  of  the  world  are  to  have  lasting  peac 
they  must  adopt  underlying  policies  whic 
make  for  peace.    There  is  no  other  way. 

It  is  for  this  reason  that  I  want  to  explo 
with  you  this  evening,  if  I  may,  the  economi> 
basis  which  must  underlie  peace.  Without  thi 
it  is  a  case  of  "dropping  buckets  into  empt 
wells  and  growing  old  in  drawing  nothing  up, 

The  problem  of  peace  is  not  one  which  cor; 
cerns  the  Old  World  alone.  If  another  gre^ 
war  tears  across  the  world,  the  United  State 
can  no  more  escape  the  economic  consequence 
than  could  a  carefully  barricaded  household* 
escape  the  consequences  of  an  oncoming  cyclon 

I.  The    Vital,    Interdependence   of   Moder 

Nations 

One  reason  why  our  efforts  since  the  Gra 
War  to  achieve  a  lasting  structure  of  peace  ha\ 
proved  discouragingly  unavailing  is  because  w 
have  refused  to  accept  the  living  reality  of  tb 
economic  interdependence  of  nations  which  ht 
resulted  from  the  industrial  revolution.  I 
fact,  no  industrial  nation  in  existence  can  man 
tain  its  standard  of  living  without  foreign 
trade.  Yet  economic  policies  are  being  f  ollowe 
today  by  most  nations  that  are  in  direct  cor 
flict  with  this  profound  and  inescapable  trutlj 

The  world  of  the  early  nineteenth  centur 
was  largely  agricultural.  People's  needs  wei 
simple.  There  was  little  organized  trade.  N* 
tions — indeed  even  small  districts — were  in  f ac 
economically  self-sufficient  units. 

The  industrial  revolution  brought  profoun 
change.  Out  of  it  grew  an  age  of  specializr 
tion.  There  were  not  enough  sheep  in  End 
land  to  supply  wool  for  English  spinning  jer 
nies  turning  out  cloth  at  unprecedented! y  kr 
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rices.  Wool  had  to  be  bought  from  abroad 
>  supply  the  English  machines,  and  soon  Eng- 
nul  was  not  only  importing  wool  but  export- 
m  woolen  cloth  as  well.  Localities  possessing 
oal  or  ore  deposits  became  centers  for 
jrerish  industrial  activity,  dependent  upon 
toorts  of  necessary  raw  materials  and  upon 
jreign  markets  for  the  sale  of  their  products. 
s  a  result  throughout  the  world  came  a  spe- 
alization  of  national  economic  efforts  which 
>dav  makes  complete  national  self-sufficiency 
i  anachronism. 

This  specialization  resulted  in  enormously 
icreased  productive  efficiency.  New  life,  new 
Lisiness,  and — most  important  of  all — new  and 
■her  standards  of  living  resulted. 

As  a  corollary  of  increased  wealth  for  each 
ation  came  increased  dependence  on  the  prod- 
cts  or  markets  supplied  by  other  nations.  An 
ldustrialized  nation,  buying  additional  food- 
uffs  from  abroad  in  exchange  for  its  indus- 
•ial  exports,  is  capable  of  supporting  a  far 
irger  population  than  if  it  had  remained  on 
n  agricultural  basis.  As  a  consequence  popu- 
ition  swiftly  increased.  In  1800  Europe's 
opulation  totaled  180  million ;  today  it  is  450 
tillion.  Once  the  population  of  an  industri- 
iized  state  thus  increases  beyond  the  numbers 
Inch  its  agriculture  could  support,  ,a  cessa- 
on  of  its  foreign  trade  must  mean  catastrophe 
)r  its  economic  and  social  life.  It  means 
arcing  clown  the  nation's  standard  of  living 
)  a  disastrous  level — even  actual  starvation  by 
low  processes  for  large  numbers  of  its  people. 

The  twentieth  century  accelerated  the  pace 
f  this  world  transformation.  Every  new  in- 
ention  has  meant  increased  specialization, 
m  automobile  today  requires  rubber  from  the 
lalay  States,  tin  from  Bolivia  or  the  Far 
last,  nickel  from  Canada,  asbestos  from  Eus- 
ia,  other  raw  materials  from  a  dozen  different 
ountries. 

Daily  life  in  each  great  nation  has  come  to 
©pend  upon  commodities  from  almost  every 


other  country  of  the  world.  The  importai 
electrical  industry,  for  instance,  could  not  oj 
crate  a  day  without  basic  materials  which  coir 
from  some  IT  separate  countries.  Drug  store 
daily  call  upon  every  continent  of  the  work 
The  bakery  and  confectionery  industries  m 
more  than  a  dozen  materials,  such  as  exoti; 
nuts,  spices,  flavorings,  and  fruits,  from  2j 
countries.  It  has  been  estimated  that  the  M 
terials  necessary  for  making  a  radio  travel,  o 
an  average,  some  250,000  miles.  Even  beaut 
shops  use  materials  from  17  countries. 

Under  the  conditions  of  modern  life  it  is  a 
impossible  for  each  of  some  50  nations  to  be 
self-sufficing  unit  as  to  make  bread  out  of  ai] 
Chinese  walls  and  strangulation  tariffs  ca 
foster  hothouse  industries  at  the  expense  of  th 
national  consumers;  but  they  cannot  possibl 
produce  coal,  iron,  tin,  or  nickel  in  countrie 
not  possessing  them,  nor  can  they  produc 
coffee,  tea,  rubber,  or  other  tropical  product 
at  commercially  possible  prices  in  cold  coun 
tries  or  vice  versa.  Modern  industrializatio: 
and  all  that  depends  on  it  cannot  possibly  exis 
without  a  high  degree  of  national  specializatior 

No  great  industrial  nation  today  is  o 
can  possibly  be  economically  independent,  X 
achieve  economic  self-sufficiency  would  be  to  se 
the  clock  back  more  than  100  years. 

Even  the  United  States,  probably  mor 
nearly  self-sufficient  than  any  other  great  na 
lion,  could  not  by  any  possibility  maintain  it 
present  standard  of  living  0n  the  basis  of  self 
sufficiency.  We  need  rubber  for  our  automo 
bile  tires,  tin  for  our  containers,  antimony  fo: 
our  telephone  equipment,  jute  for  our  burlap 
bags,  hemp  for  our  rope.  We  require  larg< 
quantities  of  silk,  tea,  chocolate,  bananas,  anc 
other  tropical  products  which  we  cannot  grow 
Our  industries  require  foreign  nickel,  manga 
nese,  tungsten,  newsprint,  woodpulp,  and  i 
long  list  of  goods  not  produced  here  in  suffi 
cient  quantity. 


Apart  from  the  vital  necessity  of  imports, 
)\\  can  we  maintain  our  American  prosperity 
•  standard  of  living  without  exports?  We 
v  utterly  dependent  upon  foreign  markets. 

For  instance,  we  are  normally  dependent 
pon  foreign  markets  for  the  sale  of  about 
iree-fit'ths  of  our  cotton  crop.  If  we  should 
hninate  these  foreign  markets,  what,  practi- 
illv.  would  become  of  the  2,700,000  farmers 
i  the  United  States  who  are  raising  cotton 
id  who  know  no  other  employment,  and  of  the 
undreds  of  thousands  of  individuals  engaged 
I  picking,  ginning,  transporting,  compressing, 
arehonsing,  and  merchandising  it?  Mani- 
Itly  they  could  not  be  supported  on  idle  cot- 
>n  land.  No  one  has  been  able  to  advance  any 
Jut  ion  for  the  profound  social  problems  which 
onld  result  from  the  loss  of  our  foreign  cot- 
)ii  markets.  Furthermore,  injury  would  not 
i  confined  to  the  South  alone.  If  foreign  cot- 
>n  markets  are  lost,  every  industry  which  sells 
s  products  in  the  South  will  be  affected. 

What  is  true  of  cotton  is  equally  true  in  vary- 
lg  degrees  of  other  crops  and  of  manufactured 
roducts.  Even  in  1933,  when  our  foreign 
•ade  had  sadly  shrunk,  we  sold  abroad  39  per- 
ftt  of  our  leaf  tobacco,  24  percent  of  our  lard, 
3  percent  of  our  dried  fruits,  34  percent  of  our 
ibricating  oil,  37  percent  of  our  aircraft  en- 
ines  and  parts,  10  percent  of  all  classes  of 
ldustrial  machinery  combined,  27  percent  of 
ur  office  appliances,  25  percent  of  our  motor 
*ucks,  27  percent  of  our  agricultural  imple- 
lenis  and  machinery,  53  percent  of  our  paraffin 
ax,  58  percent  of  our  turpentine,  and  41  per- 
mt  of  our  refined  copper.  One  need  not  dwell 
pon  the  significance  of  these  figures.  Our  na- 
xmal  economy  has  been  geared  to  support  uni- 
ons of  workers  in  occupations  which  have 
ome  to  be  vitally  dependent  upon  foreign 
larkets.  Strip  those  industries  of  their  foreign 
larkets  and  you  drive  millions  of  Americans 
ut  of  the  only  forms  of  employment  by  which 
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many  of  them  can  live,  and  seriously  affect  t 
prosperity  of  millions  of  other  x\merica 
through  the  curtailment  of  domestic  markets: 
Lowered  standards  of  living  as  a  result 
economic  isolation  would  cause  intense  sufferi 
and  acute  social  disorders  in  the  United  Stal 
in  Europe,  where  nations  lack  the  rich  diversi 
of  resources  which  we  enjoy,  thoroughgoiJ 
economic  isolation  would  entail  in  many  con! 
tries  actual  starvation. 

II.  The  Economic  Basis  for  Peace 

Once  the  stubborn  reality  of  the  vital  inte 
dependence  of  nations  is  clearly  realized, 
nature  of  the  foundations  required  for  a  stal^ 
peace  becomes  clear.  Today  the  standards 
living,  if  not  the  very  lives,  of  entire  popul 
tions  are  dependent  upon  a  steady  inflow 
raw  materials  and  other  products  at  prices  u 
enhanced  by  prohibitive  economic  barriers  ar 
also  upon  a  steady  sale  of  their  output  in  fo 
eign  markets  for  a  remunerative  return.  M( 
will  fight  before  they  starve.  They  may  air 
fight  rather  than  see  accustomed  standards  | 
living  reduced  to  unbearable  levels.  There  d 
be  no  real  security  for  any  nation,  industrial  i 
agricultural,  and  consequently  there  can  be  r 
lasting  international  peace  or  stability,  unf 
nations  can  secure  for  themselves  access,  fr< 
from  prohibitive  nationalistic  barriers,  first  I 
necessary  raw  materials  and  foodstuffs  ar 
second  to  foreign  markets.  In  the  present  e; 
of  overproduction,  access  to  foodstuffs  and  ra< 
materials  in  time  of  peace  is  the  less  immediai; 
problem  of  the  two,  for  the  present  oversupp] 
produces  a  buyer's  market.  But  in  order  t 
buy — even  in  ,a  biker's  market — nations  mm 
be  able  to  sell  their  own  products.  How  t 
make  secure  each  nation's  reasonable  access  i 
foreign  markets,  therefore,  constitutes  unde 
present-day  conditions  the  very  heart  of  tl 
problem  of  peace. 

Conquest  cannot  furnish  a  solution  of  tli 
problem  of  foreign  markets.     Under  twentieth 


itury  conditions  (here  can  be  no  economic 
•tor  in  a  great  war.  Each  side  alike  suffers  the 
ning  out  on  a  colossal  scale  of  its  most  pro- 
jetive  manpower,  of  its  savings  and  its  capi- 
L  of  its  normal  trade.  The  future  of  each  is 
[ppled  and  hampered  by  debt.  The  more 
mplete  the  destruction  of  enemy  territory, 
e  more  complete  is  the  destruction  of  future 
(jrkets  and  purchasing  power.  Even  were 
ditional  foreign  markets  won,  the  cost  of  the 
EOggle  lowers  the  victor's  standard  of  living 
r  below  any  possible  gain  through  enlarged 
urkets. 

The  attempt  to  solve  the  problem  of  foreign 
arkets  by  war  is  suicidal.  Conquest  is  in 
ct  no  solution,  but  only  the  way  of  despair, 
"ar  destroys  foreign  markets.  It  is  not  in 
nth  a  practicable  means  for  securing  them. 

I.  America's  Part  in  the  Liberalization  of 
World  Trade 

All  thinking  people  who  care  for  human 
•ogress  must  see  that  largely  as  a  result  of  the 
dustrial  revolution  stable  and  lasting  peace 
.n  be  built  only  upon  a  world  trade  unham- 
ired  by  excessive  barriers  and  restrictions, 
he  strangling  of  international  trade  strikes 
rectly  at  the  cause  of  peace.  The  American 
ade-agreements  program  is  thus  a  vital  con- 
ibution  to  the  cause  of  world  peace. 
The  process  of  reducing  trade  barriers  by 
3gotiation  with  individual  countries  is  from 
s  very  nature  a  gradual  one,  and  its  effects 
:e  not  to  be  measured  by  quick  and  superficial 
atistics.  So  many  incalculable  factors  and 
'mporary  causes  divert  the  shifting  currents 
f  foreign  trade  that  it  is  impossible  to  meas- 
re  accurately  within  a  year  or  two  of  its  com- 
lg  into  force  the  actual  results  of  a  trade 
greement.  Nevertheless,  such  evidence  as  we 
ave  indicates  an  unmistakable  and  continuing 
ain  in  American  foreign  trade,  in  no  small 
egree    attributable    to    the    trade-agreements 


Fourteen  trade  agreements  have  now  b 
signed,  13  of  which  are  in  effect.    Our  fore 
trade  with  these  14  countries  constituted, 
cording  to  1934  figures,  over  37  percent  of 
total   foreign  trade.     Other  trade  agreeme 
are  in  process  of  negotiation. 

Total  commerce  with  the  countries  w 
which  trade  agreements  have  been  negotia 
and  for  which  statistics  are  available  show 
gratifying  increase.  United  States  exports 
Cuba,  for  instance,  increased  by  $21,000,000 
the  12  months  immediately  following  the  efl 
tive  date  of  the  agreement  with  that  counf 
September  3,  1934.  On  the  basis  of  calen< 
years,  our  exports  to  Cuba  increased  in  va' 
from  $25,000,000  in  1933  to  $60,000,000  in  19 
while  agricultural  exports  more  than  doubl: 
increasing  from  $6,800,000  in  1933  to  $14,900,<l 
in  1935.  In  the  first  6  months  of  1936  our  tcj 
exports  to  Cuba  showed  a  further  increase  oft 
percent  over  the  corresponding  months  of  19: 

Our  exports  to  Belgium  increased  by  $lj 
000,000  during  the  first  year  under  the  Belgij 
agreement,  or  by  23.6  percent,  as  compail 
with  the  preceding  year.  As  a  result  f) 
United  States  has  improved  its  relative  pc 
tion  in  the  Belgian  market;  and  a  study  n<| 
in  progress  indicates  that  the  increase  of  Am! 
ican  products  imported  for  consumption 
Belgium  upon  which  Belgium  granted  dij 
concessions  was  more  than  65  percent,  as  col 
pared  to  about  2  percent  with  respect  to  Ame 
can  products,  other  than  cotton,  not  cover! 
by  the  agreement.  Imports  into  Sweden  frd 
the  United  States  increased  by  6.6  million  d 
lars  during  the  first  11  months  of  the  Swedi 
agreement.  C  a  n  a  d  i  a  n  imports  from  tl 
United  States  increased  during  the  first1 
months  of  the  agreement  by  15  percent  as  coi 
pared  with  the  corresponding  period  in  1935, 
from  155.7  million  dollars  to  178.9  million  d< 
lars.  Of  even  more  striking  significance  is  t 
fact  that  during  this  period  the  increase 
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Ldian  imports  from  the  United  States  of 
I  on  which  Canada  granted  duty  reduc- 
I  amounted  to  24  percent,  whereas  imports 
ill  other  Ajnerican  commodities  increased 

mly   L5  percent. 

do  not   want    to  weary  yon   with   statist  ies. 
lever,  I  do  want   yon  to  realize  that   the 
|e  agreements  are  already  bearing  fruit,  not 
•ely   in  a    lew  detached  instances  but  along 
fedespread   front.     Increased   foreign    mar- 
i  can   be  secured  by  reciprocal  agreements 
are   actually   being   secured   today   in   in- 
king degree  as  the  trade-agreements  pro- 
m  goes  forward.     During  1935  our  foreign 
>s  exceeded  those  of  1934  by  150  millions  of 
Irs,  and  in  the  first  6  months  of  1936  they 
reased  by   a   further   130  millions   as  coin- 
ed with  the  first  half  of  1935. 
t  will  not  do  to  criticize  our  trade-agree- 
ats  program  on  the  ground  that  our  imports 
m  some  of  the  countries  with  which  agree- 
ats  have  been  negotiated  have  increased  by  a 
ger  percentage   than   our   exports   to   these 
le  countries.    Comparisons  of  this  sort  might 
re  some  validity  if  what  Ave  were  concerned 
m  were  the  state  of  our  trade  balance  with 
h-  individual   country.     But  such   bilateral 
ancing  is  the   very  way   to   regiment   and 
troy  trade.     What  we  are  seeking  to  do  is 
restore  to  international  trade  its  essentially 
rible  and  triangular  character,  because  only 
len  it  operates  on  that  basis  can  it  really  re- 
re  and  expand  for  the  benefit  of  ourselves 
d  everyone  else. 
Moreover,  to  suggest  that  Ave  have  somehow 

other  got  the  worst  of  the  bargain  because 
some  cases  imports  have,  over  a  short  period, 
creased  at  a  more  rapid  rate  than  exports,  is 
uivalent  to  arguing  that  imports,  whatever 
eir  nature,  are  wholly  bad  and  are  detrimen- 
l  to  our  national  interest,  Whenever  pros- 
rity  is  increasing,  the  country  needs  increased 
lounts  of  raw  materials  for  our  factories  and 
ir  industries.  Whenever  disastrous  droughts 
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occur,  imports  of  feedstuffs  are  necessary- 
save  our  farmers  from  famine  prices  and 
save  our  cattle  from  having  to  be  slaughtei 
To  argue  that  under  these  special  conditi 
trade  agreements  are  failing  if  over  a  limi 
period  imports  from  each  country  exceed 
ports  to  that  country  reveals  a  fundamer( 
misconception  of  the  whole  program. 

Again,  the  increase  of  our  agricultural 
ports  has  been  seized  upon  in  an  attempt 
convince    farmers    that    the    trade-agreeme 
program  is  wrecking  them.    Actually,  howe^ 
most  of  the  increases  in  our  imports  of  a£ 
cultural  products  either  have  been  in  nonce 
petitive  commodities  like  coffee,  rubber,  silk, 
the  like,  or  in  products  of  which  there  hj 
been  domestic  shortages  due  to  droughts, 
far  as  the  increased  farm  imports  in  1935 
concerned — and  these  have  been  widely  p| 
claimed — they  were  due  almost  entirely  to  f 
tors  other  than  trade  agreements. 

Except  for  sugar,  no  important  tariff  cut 
agricultural  items  was  in  effect  in  any  part 
1935,  and  imports  of  sugar  were  limited 
quotas  directly  established  by  Congress.  "W 
over  half  of  our  normal  agricultural  impol 
are  not  directly  competitive  and  merely  refli 
an  increased  demand  due  in  part  to  revived  <i 
ports  with  the  consequent  need  of  addition 
raw  materials  and  in  part  to  marked  domesi 
improvement  of  American  business  conditio' 
Of  the  remaining  half,  the  outstanding  ca| 
for  the  increased  agricultural  imports  of  IS] 
was  the  unprecedented  drought  of  the  prece 
ing  year. 

Similarly  the  great  drought  of  the  prese 
year  has  created  an  urgent  need  for  certo 
kinds  of  feeds  and  foodstuffs.  We  need  ijj 
ports  of  these  products  to  save  ourselves  a 
our  farmers  from  famine  prices  and  from  diss 
ter ;  and  these  goods  are  coming  in,  not  throu 
gaps  in  our  tariff  wall  made  by  trade  agr» 
ments,  but  over  our  tariff  wall. 


11 

*e   justification   for  our  trade  agreements 
T:im   rests  on   grounds  far  broader  than 
em  import  statistics.     It  is  a  program  di- 
h1  toward  the  achievement  of  permanent 
far-reaching  results.     U  seeks  to  encour- 
the  lowering  of  tnule  barriers  by  other 
ktries  throughout  the  world.     And  although 
rress  of  this  kind  must  be  slow,  we  are  un- 
akably  moving  forward.     Within  the  past 
weeks  the  nations  of  the  world,  speaking 
Geneva,   have   declared  that  only   through 
lowering  of  trade  barriers  can  true  pros- 
ty    return.     Even    more    recently    France, 
y,    and    Switzerland    have    independently 
ted    in    substantial    amounts    their    tariff 
Les  on  American  products.     It  is  not  too 
E  to  say  that  our  reciprocal  trade  agree- 
Lts  have  helped  prepare  the  way  for  a  con- 
ed attack  upon  the  whole  system  of  stran- 
fcion  of  world  trade. 

'he  problem  of  peace  must  be  solved  and  can 
y  be  solved  by  frankly  recognizing  the  facts 
present-day  life.  Trade  barriers  such  as 
have  been  building  up  since  the  war  are  in 
Eoncilable  conflict  with  the  modern  indus- 
I  life  of  the  world.  The  pathway  to  peace 
through  opening  up  the  channels  of  foreign 
de.  Herein  lies  the  only  hope  of  the  world 
ay.  The  drive  toward  economic  national- 
l,  if  continued  unchecked,  leads  surely  and 
vitably  to  war. 

rhat  is  why  the  question  of  American  for- 
n-trade  policy  transcends  party  lines.  It 
a,  question  of  war  or  peace— and  upon  such 
[uestion  there  is  no  room  for  partisan  differ - 
les  or  for  petty  politics.  The  very  founda- 
n  of  American  foreign  policy  is  the  pro- 
md  desire  for  peace.  A  policy  which  mili- 
,es  against  peace  cannot  be  American. 
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C\XAPIAN-AMERICAN  TRADE:  ANALYSIS  OF  THE 
FIRST  HALF  YEAR  UNDER  THE  RECIPROCAL 
AGREEMENT 

GENERAL  SUMMARY 

Marked  recovery  in  the  trade  with  Canada,  both  outgoing  and 
incoming,  has  taken  place  since  the  Canadian- American  agreement 
came  into  operation  on  January  1,  1936.  Canadian  imports  from 
the  Unite  States  during  January  to  June  of  this  year  were  valued 
at  179  million  dollars  as  compared  with  156  million  dollars  in  the 
first  half  of  1935,  a  gain  of  23  million.  The  United  States  imports 
from  Canada  during  the  same  period  were  valued  at  160  million 
dollars  as  compared  with  130  million  dollars  last  year,  a  gain  of  30 
million.1 

Account  needs  to  be  taken  of  the  fact  that  a  moderate  general 
trade  recovery  is  in  progress  in  many  countries  and  that  various 
factors  other  than  trade  agreements  are  at  work  influencing  the 
course  of  each  country's  commerce,  as  a  whole  or  in  particular  com- 
modities. Changes  in  the  course  of  trade  between  any  two  countries 
should  also  be  judged  against  the  background  movement  of  each 
country's  trade  with  third  countries.  Moreover,  it  takes  time  for 
the  commercial  possibilities  opened  up  by  the  reduction  of  trade 
barriers  to  be  fully  utilized.  It  is  significant,  therefore,  that  the 
beneficial  stimulus  of  the  Canadian- American  agreement  has  already 
:ne  apparent.  The  trade  between  the  two  countries  has  im- 
proved more  noticeably  since  its  coming  into  operation  than  the 
trade  of  each  with  the  world  generally. 

1  The  first  half  of  the  year  is  the  latest  period  for  which  a  detailed  tabulation 

by  individual  commodities  of  the  trade  movement  between  the  two  countries  is 

able.     The  detailed  analvsis  is,  therefore,  presented  for  that  period.     How- 

:he  figures  of  total  trade  for  the  third  quarter  have  just  become  available, 

Le  the  following  general  statement  for  the  first  9  months  under  the 

nadian  imports"  from  the  United  States  from  January  through 

September  1936  amounted  to  a  total  of  266  million  dollars,  an  increase  of  33 

million  over  the  corresponding  months  of  last  year;  the  United  States  record 

of  exports  to  Canada  corresponds  closely  to  this  Canadian  record  of  the  importa- 

5  from  the  United  States;  United  States  imports  from  Canada  during  the 

same  peiiod  amounted  to  262  million  dollars,  an  increase  of  58  million  over  last 

Because  of  the  closer  comparability  between  the  items  in  the  Canadian  statistical 

classification  and  the  items  in  the  Canadian  tariff,  upon  which  were  based  the 

ssion£   ; ranted  to  the  United  States  in  the  agreement,  Canadian  import 

figures  have  been  used  in  this  analysis  as  a  measure  of  the  American  shipments 

that  country. 

(1) 


Canadian  purchases  from  the  United  States  showed  a  greater 
relative  recovery  over  the  first  half  of  last  year,  15  percent,  than 
did  Canada's  total  imports  from  all  countries  other  than  the  United 
States,  which  increased  10  percent;  and  this  tendency  was  even  more 
marked  during  the  second  quarter  under  the  agreement  than  during 
the  first.  The  value  of  United  States  imports  from  Canada  increased 
during  the  6-month  period  by  23  percent,  while  American  imports 
from  all  countries  other  than  those  with  which  trade  agreements  were 
in  operation  for  the  full  half  year  rose  less  than  13  percent.  Moreover, 
not  only  has  each  country  increased  materially  its  volume  of  purchases 
from  the  other,  but  each  has  come  to  supply  a  larger  share  of  the 
other's  import  requirements  than  it  had  supplied  for  a  number  of 
years  past. 

Changes  in  Agricultural  and  Nonagricultural  Trade 

From  the  nature  of  the  economy  of  the  two  countries,  agricultural 
products  have  usually  made  up  a  larger  proportion  of  Canadian  prod- 
ucts imported  into  this  country  than  of  American  products  imported 
into  Canada.  Of  the  30-million-dollar  increase  in  United  States 
imports  from  Canada  during  the  period,  about  7  million  was  made 
up  of  agricultural  products,  an  increase  of  about  one-quarter  over  the 
first  half  of  the  preceding  year.  The  rise  in  imports  from  Canada 
of  nonagricultural  items  was  larger  in  amount,  nearly  23  million 
dollars,  and  showed  a  rate  of  gain  roughly  the  same  as  for  agricultural 
products.  Farm  products  on  which  duties  had  been  reduced  by  the 
United  States  recorded  a  larger  proportional  gain  in  imports.  During 
the  same  period  there  was  a  reduction  in  imports  of  other  Canadian 
agricultural  products,  notably  feedstuffs  of  various  kinds. 

The  increases  in  Canadian  purchases  of  American  agricultural 
products  during  the  first  half  year  under  the  agreement  contributed 
4  million  dollars  to  the  rise  in  total  trade,  whereas  the  much  larger  and, 
diversified  Canadian  imports  of  American  industrial  products  recorded 
a  gain  of  19  million  dollars.  However,  the  rate  of  increase  was  greater 
for  the  total  of  American  agricultural  products  purchased  by  Canada, 
18  percent,  than  for  the  nonagricultural  group,  14  percent.  The  rate  of 
increased  sales  in  Canada  of  those  American  industrial  products  on 
which  customs  reductions  were  obtained  was  approximately  the  same 
as  for  those  American  farm  products  for  which  the  import  charges 
had  been  lowered,  namely,  about  one-fourth. 

Canadian  Imports  from  the  United  States 

Those  classes  of  American  products,  agricultural  and  industrial,  od 
which  reductions  were  obtained  in  import  duties  or  valuations  from 
Canada  under  the  agreement  showed,  in  general,  the  most  marked 
recovery  in  trade  during  the  first  6  months  of  its  operation,  namely, 


2\  percent,  and  accounted  for  15  million  dollars  out  of  the  total 
Increased  trade  of  23  million.  These  trade  increases  were  widely 
distribute!  among  many  classes  of  American  producers  and  were 

must  notable  in  certain  fresh  fruits  and  vegetables;  cotton  and  rayon 
piece  goods  and  wearing  apparel;  furniture;  periodicals,  advertising 

|amphlets  and  printed  matter  and  various  paper  products;  automotive 
products,  including  tractors;  radios,  refrigerators,  and  other  electrical 
apparatus;  electroplated  ware;  a  wide  range  of  machinery  and  imple- 
ments,  agriculturaland  industrial;  and  metal  products  generally. 

An  additional  6-million-dollar  gain  in  trade  was  made  up  of  com- 
modities on  which  previous  duty-free  admission  or  low  duties  into 
Canada  were  bound.  The  products  in  this  category  recording  notable 
increases  in  Canadian  purchases  from  the  United  States  during  the 
first  half  year  were  raw  cotton,  lemons,  rough  lumber,  undressed  furs, 
low-priced  tractors  and  their  parts,  and  structural  iron  and  steel.  All 
but  the  last  of  these  products  have  been  guaranteed  by  Canada  con- 
tinued duty-free  entry  from  the  United  States  for  the  duration  of  the 
agreement.  Products  not  directly  affected  by  the  agreement,  or  for 
which  comparable  statistics  are  not  available,  accounted  for  the 
remaining  2-million-dollar  increase,  or  for  less  than  10  percent  of  the 
total  increased  Canadian  imports  from  the  United  States  during  the 
period. 

Canadian  purchases  in  this  country  have  been  stimulated  also  by 
the  new  privilege  whereby  Canadians  returning  from  abroad  may 
bring  back,  duty  free,  purchases  up  to  a  value  of  $100  per  person.  This 
was  established  in  May  1936  as  a  result  of  the  undertaking  on  the  sub- 
ject in  the  agreement  with  the  United  States.  From  May  to  August 
of  this  year  Canadians  returning  from  visits  to  the  United  States 
reported  such  incidental  purchases  to  an  aggregate  value  of  $1,200,000. 
Last  year  the  Canadian  import  totals  included  less  than  $100,000  as 
the  reported  value  of  purchases  by  returning  Canadian  tourists.2 
Wearing  apparel  was  the  most  common  class  of  goods  reported  as 
purchased  in  the  United  States  by  visiting  Canadians,  accounting 
for  about  one-half  of  the  total.  Other  important  classes  of  purchases 
were  furniture  and  household  appliances,  boots  and  shoes,  and  tires 
and  other  automobile  accessories. 

While  no  quantitative  measure  is  available,  American  ports  and 
transportation  agencies  have  been  benefiting  since  January  1936 
from  the  privilege  of  being  able  to  handle  in  transit  the  products  of 
non-Empire  countries  shipped  to  Canada  through  the  United  States 
on  the  same  terms  as  if  such  shipments  came  directly  into  Canadian 

2  American  residents  returning  from  abroad  have  long  had  a  similar  customs 
privilege.  While  no  precise  figures  as  to  such  incidental  purchases  are  available, 
estimates  on  the  subject  are  presented  in  the  U.  S.  Department  of  Commerce 
publication,  entitled  The  Balance  of  International  Payments  of  the  United  btates 
(Trade  Information  Series). 


ports.  American  commercial  travelers  have  also  benefited  from  the 
privilege  provided  by  the  agreement  for  taking  their  samples  into 
Canada  under  bond  instead  of  having  to  pay  full  duty  without 
possibility  of  refund. 

United  States  Imports  From  Canada 

The  products  on  which  the  United  States  granted  duty  reductions 
to  Canada  accounted  for  12  million  dollars  out  of  the  nearly  30- 
million-dollar  increase  in  American  imports  from  Canada  during  the 
first  half  year  under  the  agreement.  From  the  nature  of  the  Cana- 
dian economy,  the  gains  were  concentrated  in  fewer  products  than 
in  the  case  of  American  products  going  into  Canada.  The  notable 
increases  were  recorded  in  imports  of  whisky,  cattle  (weighing  700 
pounds  or  more),  softwood  lumber,  horses,  Cheddar  cheese,  certain 
fish,  maple  sugar,  seed  potatoes,  and  turnips.  In  the  case  of  cattle, 
lumber,  and  potatoes,  the  duty  reductions  to  Canada  were  limited 
to  specified  quantities.  These  increased  imports  were  in  contrast 
to  decreases  of  half  a  million  dollars  in  other  reduced-duty  items, 
notably  oats  unfit  for  human  consumption,  and  to  decreases  aggre- 
gating 4.5  million  dollars  in  a  group  of  products  on  which  the  American 
duties  had  not  been  changed,  consisting  almost  entirely  of  wheat 
unfit  for  human  consumption  and  other  grain  byproduct  feeds, 
which  had  been  imported  during  1935  in  exceptional  quantities 
because  of  the  drought  of  the  preceding  year. 

The  commodities  on  which  continued  duty-free  entry  into  the 
United  States  was  bound  by  the  agreement  accounted  for  an  addi- 
tional 9.5-million-dollar-import  increase;  these  consisted  mostly  of 
standard  newsprint  paper,  various  types  of  wood  pulp,  pulpwoods, 
unmanufactured  asbestos,  and  crude  artificial  abrasives.  The  influ- 
ence of  the  improving  general  economic  conditions  in  the  United 
States,  which  largely  accounted  for  the  increased  importations  of 
these  duty-free  industrial  materials  from  Canada,  was  also  seen  in 
the  increase  by  3.3  million  dollars  in  American  purchases  from  Canada 
of  refined  nickel  and  its  alloys,  the  duty  on  which  was  unchanged. 
The  influence  of  the  rust  injury  to  our  spring  wheat  crop  and  the 
resulting  premium  prices  in  the  United  States  was  reflected  in  the 
9 -million-dollar  increased  importation  of  full-duty  wheat,  on  which 
no  tariff  change  had  been  made. 


PRINCIPAL  CHANGES  IN  AMERICAN  SALES  TO  CANADA 

Agricultural  Products 

Among  the  products  of  American  agriculture  on  which  duties  or 
charges  were  reduced  under  the  agreement  that  found  increased  sales 
in  Canada  during  the  first  6  months  of  1936,  fruits  and  vegetables 
irere  the  most  prominent.  Oranges,  on  which  the  duty  was  waived 
entirely  for  the  months  of  January  through  April,  increased  their 
sales  in  Canada  during  the  period  by  nearly  $300,000.  Grapefruit 
imports  from  the  United  States,  which  were  given  year-round  duty 
reduction,  rose  by  $174,000.  Other  fresh  fruits  on  which  duties  or 
valuations  were  reduced  under  the  agreement  found  increased  sales 
to  the  extent  of  $247,000,  mainly  in  apples,  melons,  plums,  and 
cherries.  Importations  of  lemons  from  the  United  States,  which  were 
bound  free  under  the  agreement,  increased  in  value  during  the  first 
half  of  1936  by  nearly  $460,000,  a  situation  which  was  largely  influenced 
by  the  unavailability  of  lemons  from  Italy  during  that  period. 

Among  the  fresh  vegetables,  on  most  of  which  the  Canadian  duties 
were  cut  in  half  to  the  United  States  by  the  agreement  and  the 
official  advances  in  dutiable  valuations  moderated  or  removed,  the 
most  marked  gains  in  Canadian  imports  from  the  United  States  during 
the  first  half  year  were  in  lettuce,  $224,000;  tomatoes,  $145,000;  and 
asparagus,  $81,000.  The  other  fresh  vegetables,  including  onions  and 
potatoes,  together  accounted  for  additional  increased  sales  of  nearly 
$200,000  during  the  period.  Driedfruits  and  nuts,  on  which  duty  reduc- 
tions of  varying  degrees  were  granted,  increased  their  sales  in  Canada  by 
$171,000.  According  to  American  export  records,  apricots  and  pecans 
were  the  leading  items  in  this  group.  Less  notable  increases  in 
Canadian  food  imports  from  the  United  States  were  recorded  by  canned 
fruits  and  fruit  juices,  cleaned  rice,  various  pork  products,  and  dried 
eggs  and  eggs  in  the  shell. 

Among  nonagricultural  natural  products  receiving  reductions, 
moderate  increases  in  Canadian  imports  were  recorded  for  cut  flowers 
and  foliage  and  for  certain  canned  or  preserved  fish. 

Furs  and  Leather 

Among  inedible  animal  products  benefiting  under  the  agreement, 
dressed  furs  showed  increased  imports  into  Canada  from  the  United 
States  during  the  period  of  $134,000,  and  leather  in  various  forms, 
including  shoes,  gained  $86,000. 
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Cotton 

Kaw  cotton  and  linters  from  the  United  States,  which  were  assured 
against  the  imposition  of  any  duty,  recorded  increased  sales  in  Canada 
from  January  to  June  of  about  45,000  bales,  with  an  increased  value 
of  1.9  million  dollars. 

Textile  Products 

Sales  of  American  textiles  in  Canada  had  fallen  off  sharply  in 
recent  years,  and  on  many  of  them  only  moderate  reductions  in  duty 
were  obtainable.  It  is  significant,  therefore,  that  sizable  gains  in 
Canadian  imports  from  the  United  States  were  made  during  the  first 
half  year  under  the  agreement  in  several  classes  of  textile  products. 
Cotton  piece  goods  from  the  United  States  showed  increased  imports 
into  Canada  amounting  to  $212,000  more  than  in  the  same  period  of 
last  year.  Miscellaneous  cotton  wearing  apparel  registered  a  gain  of 
an  additional  $100,000.  Fabrics  of  silk  or  of  silk  mixtures  showed 
increased  sales  of  $75,000.  Wearing  apparel  and  other  products  of 
rayon  found  a  market  in  Canada  to  an  increased  value  of  $133,000. 
Smaller  gains  were  recorded  for  oilcloth  and  other  coated  or  impreg- 
nated textile  materials. 

Forest  Products  and  Manufactures 

Substantial  gains  in  sales  to  Canada  during  the  first  half  of  1936 
were  recorded  by  American  producers  of  a  broad  range  of  forest 
products  affected  by  the  agreement,  including  manufactures  of  wood 
and  of  paper.  The  chief  gains  were  in  the  manufactured  or  processed 
products,  with  the  principal  increases  shown,  in  order  of  magnitude, 
for  periodicals,  advertising  pamphlets  and  printed  matter,  various 
paper  products,  lumber,  and  furniture. 

Among  the  partly  manufactured  American  forest  products  which 
showed  increased  sales  in  Canada  during  the  first  6  months  of  1936,  the 
largest  increase,  $298,000,  was  recorded  for  rough  and  partially 
dressed  lumber  and  timber,  consisting  principally  of  Douglas  fir,  oak, 
and  pine.  This  group  has  been  assured  continued  duty-free  entry 
from  the  United  States  by  the  agreement.  This  total  includes  a 
small  proportion  of  dressed  lumber,  on  which  a  reduction  in  duty  was 
granted.  Other  lumber  products  that  had  been  bound  on  the  Cana- 
dian free  list,  mainly  oak  staves  and  telegraph  and  telephone  poles, 
accounted  for  an  additional  increased  business  of  $83,000. 

Of  manufactured  wood  products,  furniture,  on  which  the  Canadian 
duty  had  been  reduced  to  the  United  States  by  almost  half,  made  the 
most  notable  gain  in  sales — $147,000.  Other  wood  manufactures,  on 
which  varying  duty  reductions  were  granted,  increased  their  sales  by 
$99,000,  including  plywood,  hardwood  flooring,  on  which  official 
valuations  were  also  reduced,  and  cooperage  stock,  on  which  the 
valuations  were  entirely  eliminated. 


Importations  from  the  United  States  of  wall  board,  building  board, 
and  insulating  board,  on  which  the  Canadian  duties  were  reduced  by 
about  one-third,  increased  by  $74,000,  with  smaller  increases  on 
cardboard  and  bristolboard.  Gains  in  sales  to  Canada  were  made  by 
a  wide  range  of  American  manufacturers  of  paper  and  paper  pmducts, 
which  received  varying  duty  reductions,  with  an  increased  trade 
during  the  first  half  year  of  the  agreement  by  $263,000.  The  principal 
paper  products  affected  were  printing  paper,  photographic  paper, 
waxed  paper,  tissue  paper,  paper  bags,  and  paperboard  containers. 

Newspapers  and  periodicals,  on  which  Canada  granted  the  United 
States  duty-free  admission  by  the  agreement,  showed  a  prompt 
increase  in  importations  during  the  first  half  of  the  year  amounting 
to  $544,000.  A  gain  of  $162,000  was  recorded  for  advertising  pam- 
phlets and  printed  matter,  for  which  the  duties  had  been  reduced,  with 
a  smaller  increase  for  pictorial  postcards  and  greeting  cards.  Com- 
mercial blank  forms,  an  item  of  minor  importance,  decreased  by 
$90,000. 

Iron  and  Steel  Products 

Iron  and  steel  and  their  products,  including  machinery  and  auto- 
motive products,  have  long  represented  a  very  large  proportion  of  our 
total  annual  sales  to  Canada.  The  majority  of  the  products  in  this 
group  were  directly  benefited  by  the  trade  agreement,  either  in  the 
form  of  duty  reductions,  which  affected  most  of  the  group,  or  by  an 
assurance  that  the  existing  duties  and  charges  would  not  be  increased. 
Canadian  imports  from  the  United  States  of  iron  and  steel  products 
affected  by  the  Canadian-American  trade  agreement,  including 
machinery  and  vehicles,  aggregated  42.9  million  dollars  in  the  first  6 
months  of  1936,  an  increase  over  the  corresponding  period  of  1935 
of  9.2  million.  A  very  broad  range  of  American  producers,  particu- 
larly producers  of  advanced  manufactured  products,  participated  in 
this  enlarged  volume  of  Canadian  purchases. 

In  the  heavy  iron  and  steel  group,  structural  iron  and  steel,  on 
which  the  existing  duty  of  $3  per  ton  was  bound  against  increase, 
made  the  largest  gain — $255,000.  Of  the  heavy  products  accorded 
duty  reductions,  moderate  increases  were  recorded  for  steel  rails,  and 
for  sheets,  plates,  and  hoops.  Imports  from  the  United  States  of 
castings  and  forgings,  on  which  the  duty  was  also  reduced,  decreased 
by  $234,000. 

Imports  of  lighter  weight  iron  and  steel  products,  including  hard- 
ware, from  the  United  States,  which  now  benefit  by  lower  rates  of  duty 
upon  entering  Canada,  increased  by  $209,000.  Steel  ball  and  roller 
bearings,  on  which  the  duty  was  reduced  about  one-quarter,  made  the 
largest  gain  in  this  group,  increasing  $165,000,  while  less  important 
increases  were  registered  for  pipes,  tubes,  and  fittings,  and  for  hardware 
of  various  types. 


Automotive  Products 

The  significant  change  in  the  sales  to  Canada  of  automotive  prod- 
ucts, following  the  reductions  in  duties  and  other  changes  granted  the 
United  States  under  the  agreement,  was  the  substantial  increase  in 
sales  of  complete  motor  vehicles  and  chassis  of  American  manufacture 
and  of  parts  for  replacement,  each  more  than  offsetting  the  decline 
in  the  sales  of  engines  and  other  parts  for  assembly.  Canadian  im- 
portations from  the  United  States  of  complete  vehicles  and  chassis 
increased  in  value  during  January- June  1936  by  2.1  million  dollars 
over  the  same  period  of  last  year.  Passenger  automobiles  and  chassis, 
which  received  under  the  agreement  the  double  benefit  of  lower 
duties  and  the  elimination  of  fixed  maximum  discounts,  accounted 
for  the  principal  share  of  this  gain,  registering  increased  sales  of  1.5 
million  dollars.  Trucks  and  busses,  and  chassis  for  them,  which  were 
granted  similar  benefits,  were  purchased  in  increased  amounts  of 
$379,000  and  $160,000,  respectively. 

On  the  other  hand,  automotive  parts,  including  engines,  which  have 
for  some  years  represented  the  major  part  of  Canadian  purchases  of 
automotive  products  from  the  United  States,  showed  a  decline  during 
the  first  half  of  1936  by  $250,000.  While  Canadian  import  statistics 
do  not  separate  parts  for  assembly  from  parts  for  replacement,  the 
breakdown  from  the  United  States  records  of  exports  to  Canada  shows 
a  decline  over  last  year  of  1.2  million  dollars,  with  parts  for  replace- 
ment, including  engines,  registering  an  increase  of  1.3  million. 
This  tendency  is  confirmed  by  the  fact  that  automotive  engines  alone, 
which  are  shipped  predominantly  for  assembly  and  are  separately 
classified  in  the  Canadian  trade  records,  showed  a  decline  in  imports 
of  $440,000  over  the  same  period  of  last  year. 

Machinery — Agricultural,  Industrial,  and  Domestic 

In  the  machinery  group  imports  of  farm  implements  and  farm  ma- 
chinery, on  practically  all  of  which  the  duty  was  cut  in  half  by  the 
agreement  and  in  some  cases  subsequently  further  lowered,  accounted 
for  an  increase  of  $424,000  over  the  corresponding  first  6  months  of 
last  year.  Notable  gains  of  $173,000  for  agricultural  implements  and 
$116,000  for  threshing  machinery  were  recorded,  with  smaller  in- 
creases shown  for  dairying  and  harvesting  machinery. 

Sales  of  industrial  machinery,  which  exceed  in  value  by  a  large 
margin  our  sales  of  other  types  of  machinery  to  Canada,  increased 
to  that  country  for  the  first  6  months  of  1936  by  3.1  million  dollars. 
Type-casting  and  typesetting  machines  were  the  only  types  of  indus- 
trial machinery  on  which  the  existing  free-entry  status  was  bound, 
and  here  a  small  increase  was  recorded.  All  other  machinery  in  this 
category  affected  by  the  agreement  was  granted  tariff  reductions 


ranging  from  minor  decreases  to  complete  elimination  of  duties,  with 
special  consideration  for  machinery  of  a  class  or  kind  not  made  in 
Canada.  Ajnong  those  the  most  significant  trade  gains  were  made  in 
the  following  classifications: 

Metal-working  machinery $492,  000 

Textile  machinery 382,  ()()() 

Printing  machinery f 283,000 

Mining  and  metallurgical  machinery 169,  000 

Refrigerating-  and  ice-making  machines.  _  129,  000 

Paper-  and  pulp-mill  machinery 113,  000 

Power  shovels 108,  000 

The  number  of  electric  refrigerators  for  domestic  and  store  use 
imported  by  Canada  from  the  United  States  was  over  three  times 
that  of  the  first  half  of  last  year,  with  an  increase  in  value  of  $279,000, 
Smaller  trade  gains  were  recorded  for  sewing  machines  and  washing 
machines. 

Canadian  imports  of  office  machinery  from  the  United  States,  which 
also  received  duty  reductions  under  the  trade  agreement,  increased 
by  $209,000.  Of  this  total,  adding,  calculating,  and  bookkeeping 
machines  accounted  for  $135,000,  and  dictating  machines  and  cash 
registers  made  up  the  remainder. 

Among  the  other  manufactures  of  iron  and  steel  on  which  duties 
were  reduced,  the  most  marked  gain  was  recorded  for  cooking  and  heat- 
ing apparatus,  which  increased  $130,000.  Other  imports  in  this  cate- 
gory showing  appreciable  increases  over  the  first  half  of  last  year  were 
steel  furniture,  precision  tools,  valves  of  iron  and  steel,  and  tin-plate 
containers. 

Electrical  Apparatus 

Sales  of  electrical  apparatus  to  Canada  during  the  first  6  months  of 
1936,  including  radios  and  parts,  increased  over  the  corresponding 
period  of  last  year  by  over  a  million  dollars.  Most  types  of  American 
electrical  equipment  were  accorded  favorable  treatment  in  the  trade 
agreement,  either  through  reduced  duties  or  elimination  of  fixed  valua- 
tions. Among  those  benefiting  from  reduced  duties,  the  most  impor- 
tant gain  was  registered  in  electric  motors  and  parts,  which  increased 
$168,000,  with  smaller  increases  recorded  for  dynamos  and  generators, 
batteries,  rheostats  and  controllers,  switches  and  switchboards,  and 
telegraph  and  telephone  apparatus.  Electric  light  fixtures  and  appli- 
ances, on  which  the  burdensome  fixed  valuations  were  eliminated, 
increased  by  $141,000.  Radio  apparatus,  including  tubes,  which  was 
granted  a  reduction  in  duty  as  well  as  elimination  of  the  fixed  discount 
formerly  applied  to  receiving  sets,  accounted  for  an  advance  of  $415,- 
000.  Imports  of  spark  plugs  and  other  ignition  apparatus  registered 
a  decline  of  $111,000. 
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Other  Metal  Products 

Among  the  nonferrous  metals  and  products  receiving  reduced  duties 
from  Canada,  the  most  notable  gain  was  made  in  electroplated  and  gilt 
ware,  which  increased  $271,000.  Next  in  importance  were  brass 
manufactures,  including  brass  wire  and  cloth,  for  which  an  advance  of 
$129,000  was  reported.  Of  the  other  nonferrous  metal  products,  less 
outstanding  increases  were  recorded  for  manufactures  of  copper,  tin 
tubes,  and  watches  and  clocks. 

NONMETALLIC    MINERALS 

Nonmetallic  minerals  and  products  that  were  granted  tariff  con- 
cessions under  the  agreement  made  appreciable  gains  in  the  first  half 
year  over  the  similar  period  of  1935.  Canadian  imports  from  the 
United  States  of  products  in  this  category  affected  by  duty  reductions 
increased  $663,000.  The  principal  products  sharing  in  the  increased 
trade  Were  lubricating  oils,  $164,000;  glass  bottles,  $167,000;  and  fire- 
brick, $117,000.  Products  contributing  to  a  lesser  extent  were  asbes- 
tos brake  lining,  glass  tableware,  lamp  bulbs,  engine  distillate,  and 
axle  grease. 

Chemical  Products 

Canadian  imports  of  chemical  products  from  the  United  States  in 
the  first  6  months  of  the  year  increased  less  markedly,  an  increase  of 
$190,000  being  recorded  for  those  products  on  which  duties  were 
reduced.  Among  the  chemical  products  sharing  in  the  increased  trade 
were  compounds  of  tetraethyl  lead,  medicinal  and  pharmaceutical 
preparations,  liquid  fillers  and  anticorrosive  paints,  and  compounds  of 
sodium. 

Miscellaneous  Products 

In  the  miscellaneous  category,  sizable  trade  increases  were  recorded 
in  many  important  items.  Canadian  imports  from  the  United  States 
of  miscellaneous  products  benefiting  from  lower  trade-agreement 
duties  accounted  for  an  advance  of  $1,324,000  over  the  total  recorded 
in  last  year's  comparable  period.  The  individual  product  making  the 
largest  gain  was  photographic  films,  $184,000,  while  less  outstanding 
increases  occurred  in  billiard  tables  and  other  game  boards,  optical 
and  mathematical  instruments,  surgical  and  dental  instruments, 
suitcases,  pocketbooks,  etc.,  musical  instruments,  and  wax  other  than 
paraffin. 


PRINCIPAL  CHANGES  IN  CANADIAN  SALES  TO  THE 
UNITED  STATES 

Whisky 

Of  the  commodities  on  which  duties  into  the  United  States  were 
reduced  under  the  Canadian-American  trade  agreement,  the  largest 
increase  in  imports  recorded  during  the  first  half  year  of  its  operation 
took  place  in  Vhisky.  Following  the  reduction  by  one-half  of  the 
former  $5-per-gallon  duty,  whisky  imports  from  Canada  rose  from 
1.5  million  gallons  during  the  first  half  of  1935  to  2.9  million  gallons 
during  the  first  half  of  this  year,  with  an  increase  in  trade  value  of 
over  4.7  million  dollars.  Limited  as  the  concession  was  to  whisky 
aged  not  less  than  4  years,  the  increased  importations  from  Canada 
and  from  the  United  Kingdom  served  to  supplement  the  insufficient 
domestic  supply  of  aged  whisky. 

Agricultural  Products 

Among  agricultural  products,  which  until  recent  years  regularly 
constituted  a  very  important  part  of  American  importations  from 
Canada,  the  largest  increase  during  the  first  half  year  in  imports  of 
commodities  covered  by  the  agreement  was  in  cattle  weighing  700 
pounds  or  more.  The  duty  reduction,  from  3  cents  to  2  cents  per 
pound,  was  limited  to  three-fourths  of  1  percent  of  the  average  annual 
total  number  of  cattle  slaughtered  in  the  United  States  during  the 
years  1928-32,  or  not  quite  156,000  head.  Imports  rose  from  the 
very  low  figure  of  50,000  head  during  the  first  half  of  last  year  to 
113,000  head  during  the  corresponding  period  of  this  year,  the  value 
of  the  increased  trade  amounting  to  2.9  million  dollars.  About  70 
percent  of  the  annual  quota  came  in  during  the  first  6  months,  and  by 
the  end  of  September  the  quota  was  announced  as  practically  ex- 
hausted, making  impossible  for  the  balance  of  the  year  further  imports 
under  the  reduced  rate.  The  price  in  the  American  markets  of  middle- 
grade  steers,  into  which  grade  the  bulk  of  the  slaughter  cattle  from 
Canada  fell,  held  up  better  under  the  heavy  domestic  marketings  this 
year  than  did  the  prices  of  higher-grade  steers,  of  which  the  imports 
were  very  light. 

The  duty  reduction  on  calves  weighing  under  175  pounds,  which  was 
also  1  cent  a  pound,  was  limited  to  one-fourth  of  1  percent  of  total 
domestic  slaughterings,  and  here  the  imports  from  Canada  during  the 
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first  half  of  the  year  of  the  agreement  amounted  to  34,000  head, 
valued  at  $480,000.  No  comparable  figures  for  calf  imports  are  avail- 
able for  1935.  By  early  August  the  entire  quota  of  52,000  head  had 
been  used  up,  practically  ail  by  Canada.  For  the  balance  of  this  year 
all  imports  of  cattle  weighing  under  700  pounds  are  subject  to  the 
payment  of  the  full  duties.  In  the  case  of  dairy  cows,  on  which  the 
reduction  in  duty  was  limited  to  20,000  head  annually,  the  imports 
have  been  very  small,  less  than  a  quarter  of  the  quota  having  been 
filled  as  late  as  September. 

Imports  from  Canada  of  horses  valued  at  less  than  $150  each  in- 
creased by  9,600  head  during  the  first  half  year  under  the  agreement, 
at  an  increase  in  value  of  1 .2  million  dollars.  These  imports  of  work 
stock,  used  mostly  on  farms,  came  in  to  supplement  domestic  produc- 
tion of  young  stock,  which  is  at  a  low  level  due  to  the  decrease  in  farm 
demand  during  the  depression. 

Imports  of  cheese  from  Canada,  almost  all  of  which  is  of  the  Cheddar 
type,  increased  during  the  first  6  months  under  the  reduced  duty  by 
$435,000.  In  quantity,  imports  were  3.8  million  pounds  as  com- 
pared with  the  abnormally  low  imports  of  less  than  one-half  million 
pounds  during  the  corresponding  period  of  1935  and  with  the  average 
half-year  imports  during  1925-29  of  2.6  million  pounds.  With  re- 
covery of  consumer  buying  power,  more  cheese  was  consumed  in  the 
United  States  this  year,  both  domestically  produced  and  imported, 
and  at  better  prices,  than  in  1935,  the  price  of  Cheddar  cheese  in  July 
of  this  year  averaging  27  percent  higher  than  that  of  a  year  earlier. 

In  the  case  of  cream,  the  only  other  dairy  product  reduced  in  the 
Canadian  agreement,  the  duty  reduction  was  limited  to  1%  million 
gallons  a  year.  During  the  first  half  year  of  the  agreement  only  6,000 
gallons  entered  the  United  States,  cream  prices  in  the  United  States 
apparently  not  being  attractive  to  imports  from  Canada,  even  over 
the  reduced  duty. 

Maple-sugar  imports  from  Canada  during  the  first  6  months  of 
1936  increased  by  $327,000  over  the  corresponding  period  of  last 
year.  This  was  partly  offset  by  a  decline  of  $132,000  in  imports  of 
maple  syrup,  the  duty  on  which  was  not  reduced  under  the  agreement. 

In  the  case  of  potatoes  the  reduction  in  duty,  on  a  seasonal  basis, 
was  confined  to  certified  seed  potatoes  and  limited  to  a  12-month 
quota  of  750,000  bushels.  During  the  first  6  months  of  1936  imports 
of  seed  potatoes,  almost  negligible  last  year,  increased  in  value  by 
$295,000,  partly  under  the  influence  of  the  considerably  higher  do- 
mestic potato  prices  that  prevailed  in  the  United  States  over  those  of 
the  preceding  year.  The  quota  on  which  the  duty  reductions  were 
granted  has  not,  however,  been  fully  utilized,  American  customs 
records  showing  46  percent  of  the  annual  total  to  have  been  used- by 
the  end  of  September. 
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Importations  from  Canada  of  turnips  and  rutabagas,  on  which  <l»o 
duties  were  reduced,  increased  during  the  first  half  year  by  $129,000. 
These  shipments  were  mainly  into  the  urban  markets  of  northeastern 

United  States,  to  which  it  is  usually  not  profitable  to  transport  the 
domestic  crop. 

Wheat  for  human  consumption  was  not  granted  any  concession  in 
the  Canadian  agreement.  However,  due  to  the  rust  damage  to  the 
spring  wheat  crop  last  year,  especially  in  our  Northern  Plain  States, 
the  main  source  of  our  durum  wheat,  1 1  million  bushels  of  wheat  were 
imported  from  Canada  during  the  first  half  of  this  year,  to  a  value  of 
nearly  10  million  dollars,  an  increase  of  9  million  dollars.  A  substantial 
portion  of  these  imports  is  reported  to  have  been  of  durum  wheat  to 
make  up  the  domestic  shortage  and  most  of  the  rest  to  have  been 
selected  grades  of  Canadian  hard  wheat  for  blending  purposes,  which 
are  usually  sold  at  a  premium.  These  imports  all  paid  the  full  United 
States  duty  of  42  cents  a  bushel,  which  has  been  operative  since  early 
1924. 

Partly  offsetting  the  above  increases  in  importations  of  agricultural 
products  from  Canada  during  the  first  half  of  1936  has  been  the  sub- 
stantial decline  in  the  importations  of  wheat  unfit  for  human  consump- 
tion and  a  number  of  other  grain  byproduct  feeds,  by  an  aggregate 
value  of  close  to  4.5  million  dollars.  The  importations  of  these  fodders 
had  been  exceptional  the  preceding  year,  following  the  drought  of 
1934,  and  have  apparently  tapered  off  with  the  return  of  more  normal 
domestic  supplies.  These  products  have  all  been  subject  to  a  10 
percent  duty  since  the  Tariff  Act  of  1930,  and  were  so  continued  under 
the  agreement. 

In  this  connection  might  be  mentioned  the  sharp  decline  also  in 
imports  of  hulled  oats  unfit  for  human  consumption,  on  which  a  duty 
reduction  was  granted  to  Canada.  (Imports  of  all  oats  during  the 
first  half  of  1935,  including  some  for  food  purposes,  amounted  to 
761,000  bushels,  valued  at  $305,000.  During  the  same  period  of  this 
year  the  imports  fell  to  $14,000,  of  which  the  type  reduced  in  duty 
made  up  only  $5,000.) 

Forest  Products 

Newsprint  paper  and  paper-making  materials,  for  which  the  re- 
quirements of  the  American  market  are  far  greater  than  the  domestic 
supply,  have  for  years  made  up  the  largest  group  of  products  imported 
from  Canada.  They  have  long  been  on  the  free  list  of  the  United 
States  tariff,  and  the  American  undertaking  to  Canada  that  most  of 
them  would  continue  duty  free  was  an  important  feature  of  the  Cana- 
dian-American trade  agreement.  During  the  first  half  year  of  its 
operation,  the  importation  of  standard  newsprint  paper  from  Canada 
increased  by  5.6  million  dollars;  of  the  types  of  wood  pulp  bound  free 


14 

(mechanical,  soda,  and  bleached  sulphite),  by  1.3  milHon  dollars;  and 
of  pulp  woods,  by  $331,000;  reflecting  an  increase  over  last  year  in 
general  paper  consumption  in  the  American  market.  This  group 
together  accounted  for  three-quarters  of  the  total  increase  in  American 
imports  from  Canada  in  products  bound  free  by  the  agreement  and 
for  about  one-quarter  of  the  total  increase  in  imports  of  all  products. 
The  domestic  producers  of  newsprint  during  this  period  maintained 
their  1935  volume. 

The  principal  class  of  forestry  products  on  which  the  United  States 
granted  a  reduction  in  the  costs  of  admission  was  softwood  lumber. 
Here  imports  from  Canada  during  the  first  6  months  of  1936  increased 
by  121  million  board  feet,  and  in  value  by  2.4  million  dollars.  In  the 
case  of  Douglas  fir  and  western  hemlock,  the  lumber  of  particular 
interest  to  the  Canadians,  the  quantity  that  might  enter  at  the  re- 
duced rate  was  limited  to  250  million  board  feet  annually,  an  equiva- 
lent of  about  5  percent  of  the  United  States  consumption.  The  ac- 
tual importations  of  these  species  duiing  the  first  6  months  of  1936 
amounted  to  75  million  board  feet,  or  less  than  one-third  of  the  annual 
quota;  by  the  end  of  September  only  107  million  board  feet,  or  less 
than  half  of  the  year's  quota,  had  actually  been  brought  in,  mainly 
into  the  Massachusetts,  New  York,  and  Philadelphia  districts.  The 
market  price  in  the  United  States  for  Douglas  fir  and  western  hemlock 
is  reported  as  practically  unchanged  in  September  1936  from  that  of  a 
year  ago. 

Maple,  birch,  and  beech  lumber,  other  than  flooring,  on  which  a 
small  reduction  in  duty  was  made,  was  imported  for  the  use  of  Ameri- 
can furniture  and  fabricating  plants  to  an  increased  value  of  $203,000 
over  the  corresponding  period  of  last  year.  These  imports  amounted 
to  6  percent  of  the  total  United  States  production,  and  the  domestic 
price  of  these  types  of  lumber  is  reported  to  have  strengthened  in  the 
middle  of  1936  over  that  of  the  year  previous. 

Smaller  increases  in  imports  were  reported  for  logs  and  round  or 
hewn  timber  of  several  species,  aggregating  $92,000,  and  for  railroad 
ties  and  wood  laths,  all  of  which  had  been  duty  free  into  the  United 
States  and  were  so  continued.  Shingles,  mainly  of  cedar,  which  also 
remained  duty  free  but  subject  to  the  continuation  of  the  arrangement 
limiting  imports  to  25  percent  of  our  domestic  production,  showed 
some  increase  in  value  but  a  small  decline  in  quantity  from  the  im- 
ports during  the  corresponding  period  of  1935. 

Fish 

The  various  classes  of  fresh  and  frozen  fish  on  which  duties  were 
reduced  to  Canada  showed  a  combined  increased  sale  in  the  United 
States  during  the  first  half  year  under  the  agreement,  valued  at 
$341,000.     (This  does  not  include  chub,  mullet,  and  saugers,  for 
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which  no  separate  figures  were  available  for  L935.)  The  principal 
increases  in  imports  were  in  fresh-water  fish,  notably  yellow  pike,  by 
$96,000,  and  whitefish,  by  $81,000.  In  the  case  of  both  of  these  a 
very  large  part  of  the  United  States  consumption,  which  well  exceeds 
the  domestic  catch,  has  for  years  been  supplied  from  the  northern 
lakes  of  Canada. 

Increased  importations  were  recorded  also  for  two  types  of  fish 
which  have  for  some  time  been  on  the  free  list  of  the  American  tariff 
and  were  so  continued  under  the  agreement,  namely,  fresh  lobsters, 
by  $189,000,  and  smelts,  by  $184,000.  In  the  case  of  both  of  these 
fish  the  catch  in  the  Atlantic  Coast  waters  of  the  United  States  has 
for  some  years  been  inadequate  for  local  needs,  and  has  been  supple- 
mented largely  from  Canada. 

Metals,  Minerals,  and  Chemicals 

Reflecting  the  revival  of  industrial  activity  in  the  United  States, 
among  other  factors  were  the  increases  in  importations  from  Canada 
during  the  first  half  of  1936  of  a  number  of  materials,  chiefly  metals 
and  minerals,  which  are  produced  in  the  United  States  in  only  small 
quantities,  if  at  all,  and  for  which  Canada  has  long  been  the  chief 
source  of  supply  of  the  consuming  industries  in  the  United  States. 
These  materials  had  long  been  on  the  free  list  of  the  American  tariff 
and  were  so  bound  by  the  agreement.  They  consisted  principally  of 
unmanufactured  asbestos  in  its  various  forms,  of  which  imports  in- 
creased by  $849,000;  crude  artificial  abrasives,  by  $284,000;  nickel 
ore,  matte,  and  oxide,  by  $142,000;  sodium  cyanide,  by  $111,000;  and 
certain  kinds  of  undressed  furs,  by  $95,000.  In  this  connection  might 
be  mentioned  nickel  and  alloys  in  the  form  of  pigs  and  ingots,  on  which, 
no  reduction  in  duty  was  made,  the  imports  of  which  increased  over 
the  preceding  year  by  3.3  million  dollars. 

Dead-burned  refractory  material,  on  which  a  small  cut  was  made, 
recorded  an  increase  in  imports  of  $62,000.  Acetic  acid,  on  which  a 
reduction  was  granted  to  Canada,  declined  in  imports  by  $347,000. 
Vinyl  acetate  and  synthetic  resins  made  thereof,  also  reduction 
items,  increased  by  $84,000. 


APPENDIX 

TABLE  I 

Value  of  United  States  Trade  With  Canada,  January  to  June  1933,  1934, 

1935,  1936 

(Source:  Division  of  Foreign  Trade  Statistics,  Bureau  of  Foreign  and  Domestic  Commerce,  Department 

of  Commerce) 

Note:   Canadian- American   Trade  Agreement  Became  Effective  January   1,   1936 

UNITED  STATES  IMPORTS  FROM  CANADA  a 


Value  (in  thousands  of  dollars) 

Month 

Before  agreement 

After 
agreement 

1933 
10, 706 
8,530 
10, 055 
11,078 

14,  810 

15,  262 

1934 

16,  397 
14, 156 

17,  977 

16,  277 

18,  728 
18,  626 

1935 
19,  235 
18, 142 
20, 877 
22,  353 
27,  024 
22,  313 

1936 
24, 276 

February 

22, 931 

March ..  

26,  822 

26,  719 

May 

28,  744 

June 

30,  347 

Total 

70,  441 

102, 161 

129, 944 

159,  839 

UNITED  STATES  EXPORTS  TO  CANADA 


January 

11, 499 
10,  830 
13, 109 
12,  584 

15,  353 

16,  929 

17,  598 

18,  286 

23,  367 

24,  852 
30,  539 
26,  682 

21,  624 

21,  958 
24,  210 
27,  478 
29,  273 
26,  532 

25, 719 

23,  880 

March 

26,  343 

April 

30,  229 

May 

35,  258 

June 

33,  511 

Total 

80,  304 

141,  324 

151,  075 

174, 940 

°  General  imports  for  1933,  imports  for  consumption  beginning  with  January  1934. 

b  Exports  of  United  States  merchandise.  In  view  of  the  closer  correlation  between  the  Canadian  statis- 
tical classifications  and  the  items  in  the  Canadian  tariff,  upon  which  were  based  the  concessions  granted  to 
the  United  States  in  the  agreement,  Canadian  import  figures  have  been  used  in  the  analysis  as  a  measure 
of  the  American  shipments  to  that  country.  This  also  avoids  the  inaccuracies  arising  from  transshipments 
of  United  States  merchandise  in  Canada  and  other  technical  difficulties. 

(16) 
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TABLE  II 

Value  of  Canadian  Trade  With  the   United  States,  January  to  June 

1933,  1934,  1935,  L936 

[Source:  Summary  of  the  Trade,  of  Canada,  Dominion  Bureau  of  Statistics,  Canadian  Department  of  Trade 

and  Commerce) 

CANADIAN    IMPORTS    FROM    THE    UNITED    STATES  ° 


Value  (in  thousands  of  Canadian  dollars) 

Month 

Before  agreement 

After 
agreement 

1933 
14,877 
13,  836 
18,  517 
11,786 
18,  034 
18,  399 

1934 
19,430 
19,  634 
29,  064 
21,  784 
30, 065 
26,  699 

1935 
23, 157 
23,  498 
31, 333 
23,  506 
28,  255 
25,  912 

1936 
26, 285 

25, 969 

32,  797 

26,  229 

33,  560 

June - -- 

33,  995 

Total             

95,  449 

146,  676 

155,  662 

178, 835 

CANADIAN    EXPORTS    TO    THE    UNITED    STATES6 

10, 007 
8,623 

10,  378 
8,382 

13,  857 

14,  847 

18,  317 

14,  393 
20, 199 
12,  870 
17,  202 

15,  944 

17,  529 
15,  574 
21,916 
15,  717 
22,  610 
21, 102 

20, 130 

21,  555 

26,  846 

20,  765 

26,  505 

June 

26,  462 

Total                  - 

66,  094 

98, 925 

114,  448 

142,  263 

°  Imports  for  consumption.  TT  .    .    . 

b  Exports  of  Canadian  produce.  In  view  of  the  closer  correlation  between  the  United  States  statistical 
classifications  and  the  paragraphs  of  the  United  States  tariff,  upon  which  were  based  the  concessions  granted 
to  Canada  in  the  agreement,  American  import  figures  have  been  used  in  the  analysis  as  a  measure  of  Cana- 
dian shipments  to  this  country.  This  also  avoids  the  inaccuracies  arising  from  transshipments  of  Cana- 
dian merchandise  in  the  United  States  and  other  technical  difficulties.  Canadian  export  figures  are  ex- 
clusive of  gold  bullion. 
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BUILDING  FOR  PEACE 

The  recent  stabilization  accord  between  the 
Jnited  States,  France,  and  Great  Britain,  and 
lie  still  more  recent  action  of  France,  Swit- 
erland,  and  Italy  in  substantially  relaxing 
lieir  restrictions  against  imports  have  again 
irected  attention  to  the  pressing  necessity  for 
ecuring  economic  stability  for  the  world  if 
far  is  to  be  averted. 

In  a  sense  we  have  been  living  through  the 
trangest — the  most  striking — 20  years  of  the 
vorld's  history.  In  1918  we  emerged  from  one 
»f  the  bloodiest  and  most  calamitous  wars  of 
:11  time.  Never  before  had  there  been  such  a 
mrning  and  universal  desire  to  end  war,  to 
)uild  for  peace.  Every  people,  victor  and 
vanquished,  wanted  a  peace  that  would  be  last- 
ng;  and  with  resolute  hearts  all  set  forward 
o  attain  economic  recovery  and  a  world  secure 
i  gainst  war. 

Today,  18  years  later,  the  world  seems  far- 
ter than  ever  from  that  goal.  The  foundat- 
ions for  peace  have  not  been  built.  Full  eco- 
lomic  recovery  has  not  been  attained.  Unem- 
)loyment  persists  in  every  land.  Idleness  and 
lisillusionment  are  eating  into  the  heart  of 
fouth.  The  gladness  of  life  is  being  destroyed 
)y  pessimism  and  fear.  Security,  which  must 
form  the  foundation  of  all  progress,  of  all  civ- 
lization,  is  waning  fast.  Nations  are  prepar- 
ing for  war.  They  are  spending  far  more  for 
irmaments  today  than  they  were  in  1914.  In 
^pite  of  the  fact  that  no  nation  wants  war, 
:hat  all  people  yearn  for  economic  stability  and 
mduring  peace,  we  seem  to  be  driven  as  if  by 
in  irresistible  fate  nearer  and  nearer  the  brink 
}f  catastrophe.  Whv  ?  How  can  these  things 
:>e? 

(l) 

111660—36 


It  is  not  a  problem  which  concerns  the  0 
World  alone.    America  is  as  vitally  concern*! 
as  Europe.    If  another  great  war  tears  acroi 
the    world    the    United    States    can   no    moi 
escape   the   consequences,   economic   or   othe  | 
wise,  than  a  carefully  barricaded  household 
could  escape  the  consequences  of  an  oncomin 
cyclone. 

I.  The  World  Transformation  or  the  Pas: 

Hundred  Years 

i 

We  are  confronting  a  problem  which  will  n( 
admit  of  solution  until  we  are  more  willing  t 
face  living  realities. 

Life  has  been  completely  revolutionized  dm 
ing  the  last  three  generations.  The  world  of  th 
early  nineteenth  century  was  largely  agricu" 
tural.  People's  needs  were  simple ;  the  greate 
part  of  the  farmer's  food  and  clothing  could  b 
produced  on  his  own  farm.  Such  village  indue 
tries  as  existed  were  small  and  undertook  t 
supply  the  needs  only  of  the  village  or  sin 
rounding  district.  There  was  little  organize 
trade.  Nations — indeed,  even  small  districts- 
were  in  fact  economically  self-sufficient  units. 

With  the  supplanting  of  hand  labor  by  th 
machine  came  profound  transformation.  Th 
output  per  worker  was  multiplied  five-,  ten- 
twenty-fold  and  more.  Eailways  and  steam 
ships  were  built,  providing  for  cheap  and  wide 
spread  transportation.  Corporate  organization 
made  possible  huge  investments  of  capital  am, 
operations  on  a  gigantic  scale.  Through  ma. 
chinery  and  mass  production  the  costs  of  manu 
factured  goods  dropped  to  a  small  fraction  o:. 
former  costs.  New  life,  new  business,  new  anc, 
higher  standards  of  living,  a  new  work 
resulted. 

Out  of  the  Industrial  ^Revolution  grew  an  ag( 
of  specialization.  There  were  not  enough  sheet 
in  England  to  supply  wool  for  English  spin- 
ning jennies  turning  out  cloth  at  such  unprece- 


utedlv  low  prices.  Wool  had  to  be  brought 
)in  abroad  to  supply  the  English  machines. 
|  soon  England  was  not  only  importing  wool 
t  exporting  woolen  cloth  as  well. 
In  the  same  way  a  large  English  population 
Lancashire  came  to  he  dependent  for  their 
E  subsistence  upon  the  import  of  increasing 
Entities  of  cotton  from  the  United  States  and 
an  Egypt  and  upon  the  sale  of  their  textiles 
foreign  markets. 

Localities  possessing  large  coal  or  ore  de- 
sits  became  centers  of  feverish  industrial 
tivity.  dependent  on  imports  of  necessary  raw 
iterials  and  foodstuffs  and  upon  foreign  mar- 
ts for  the  sale  of  their  products.  No  two 
untries  have  the  same  natural  resources;  no 

0  peoples  have  the  same  aptitudes.    Inevita- 

1  specialization  developed  as  between  the 
rions  countries.  Some  nations  came  to  be 
imarily  agricultural,  others  primarily  in- 
istrial. 

With  the  vast  increase  in  wealth  and  higher 
ages  which  came  with  cheapened  production 
filiations  increased.  An  industrialized  na- 
il, buying  additional  foodstuffs  from  abroad 
exchange  for  its  industrial  exports,  is  capable 
1  supporting  a  far  larger  population  than  if 
had  remained  on  an  agricultural  basis.  In 
!00  Europe's  population  totaled  180  million; 
day  it  is  450  million. 

Once  the  population  of  an  industrialized 
ate  thus  grows  beyond  the  numbers  which 
s  agriculture  could  support,  a  cessation  of  its 
)reign  trade  must  mean  catastrophe  for  its 
;onomic  and  social  life.  It  means  forcing 
own  the  nation's  standard  of  living  to  a  dis- 
strous  level — even  actual  starvation  bj^  slow 
rocesses  for  many  of  its  people. 
The  twentieth  century  has  accelerated  the 
ace  of  this  world  transformation.  Were  Eng- 
md  today  suddenly  cut  off  from  the  importa- 
on  of  foodstuffs  her  people  must  face  starva- 


tion  within  a  few  months.  Were  Italy  sue 
denly  cut  off  from  the  importation  of  coal  an 
oil  Italian  industry  must  cease  operatioi 
Were  Germany  suddenly  cut  off  from  the  in 
portation  of  all  foodstuffs  for  her  people  an 
raw  materials  for  her  factories,  the  Germa 
people  must  face  a  serious  rise  in  living  cost 
with  correspondingly  reduced  standards  o 
living. 

Daily  life  in  each  great  nation  has  come  t 
depend  upon  commodities  from  almost  ever 
other  country  of  the  wTorld.  The  importan 
electrical  industry,  for  instance,  could  not  op 
erate  a  day  without  basic  materials  which  com 
from  some  17  separate  countries.  Drug  store 
daily  call  upon  every  continent  of  the  work 
The  bakery  and  confectionery  industries  us 
more  than  a  dozen  materials,  such  as  exoti 
nuts,  spices,  flavorings,  and  fruits,  from  2 
countries.  It  has  been  estimated  that  the  ma 
terials  necessary  for  making  a  radio  travel  al! 
aggregate  of  some  250,000  miles.  Even  beaut; 
shops  use  materials  from  17  countries. 

II.  The  Present-Day  Interdependence  of 

Nations 

Thus,  as  a  result  of  the  transformation  o: 
the  past  century,  the  life  and  the  needs  of  na 
tions  have  been  revolutionized.  Under  ifa 
conditions  of  modern  life  it  is  as  impossible  fo 
each  of  some  fifty  nations  to  be  a  self-sufficing 
unit  as  to  make  bread  out  of  air.  Chines* 
walls  and  strangulation  tariffs  can  foster  hot 
house  industries  at  the  expense  of  the  nationa 
consumers;  but  they  cannot  possibly  produce 
coal,  natural  oil,  iron,  tin,  or  nickel  in  coun 
tries  not  possessing  them,  nor  can  they  produce 
coffee,  tea,  rubber,  or  other  tropical  products 
in  cold  or  temperate  countries. 

No  great  industrial  nation  today  is  or  can 
possibly  be  economically  independent.  Tc 
achieve  economic  self-sufficiency  would  be  tc 
set  the  clock  back  more  than  a  hundred  years. 


eliminate  through  suffering  and  slow  star- 
Ion  a  substantial  part  of  the  people  of  the 

rid. 

Sven  the  United  Stairs,  probably  wore 
irlv  self-sufficient  than  any  other  great  na- 
il, could  not  by  any  possibility  maintain  its 
sent  standard  of  living  on  the  basis  of  self- 
Bciency.  We  need  rubber  for  our  automo- 
e  tires',  tin  for  our  containers,  antimony  for 
r  telephone  equipment,  jute  for  our  burlap 
urS.  hemp  for  our  rope.  We  require  larg'5 
Entities  of  silk,  tea,  chocolate,  bananas,  and 
ler  tropical  products  which  we  cannoi  grow, 
ir  industries  require  foreign  nickel,  manga- 
se,  tungsten,  newsprint,  wood  pulp,  and  a 
io-  list  of  goods  not  produced  here  in  suffi- 
nt  quantity. 

[f  our  standard  of  living  and  our  prosperity 
i  dependent  upon  imports,  they  are  no  less 
ally  dependent  upon  exports.   We  are  utterly 
pendent  upon  foreign  markets. 
For  instance,  we  normally   market   abroad 
out  three-fifths  of  our  cotton  crop.     If  we 
ould  eliminate  these  foreign  markets,  what, 
actically,  would  become  of  three-fifths  of  the 
r00,000  farmers  in  the  United  States  who  are 
ising  cotton  and  who  know  no  other  employ - 
snt,  and  of  the  hundreds  of  thousands  of 
dividuals  engaged  in  picking,  ginning,  trans- 
iting, compressing,  warehousing,  and  mer- 
andising  it?     Manifestly  they  could  not  be 
pported  on  idle  cotton  land. 
No  one  has  been  able  to  advance  any  solution 
r  the  profound  social  problems  which  would 
suit   from   the   loss   of    our   foreign   cotton 
arkets.     Furthermore,  injury  would  not  be 
•nfined  to  the  South  alone.     With  foreign  cot- 
>n  markets  lost  every  industry  which  sells  its 
roducts  in  the  South  would  be  affected. 
What  is  true  of  cotton  is  also  true  in  varying 
agrees  of  other  crops  and  of  manufactured 
roclucts.    In  1933,  when  our  foreign  trade  had 
idly  shrunk,  we  sold  abroad  39  percent  of  our 


6 

leaf  tobacco,  24  percent  of  our  lard,  40  perce 
of  our  dried  fruits,  34  percent  of  our  lubrica 
ing  oil,  37  percent  of  our  aircraft  engines  ai 
parts,  10  percent  of  all  classes  of  industrial  m 
chinery  combined,  27  percent  of  our  office  app] 
ances,  25  percent  of  our  motor  trucks,  27  perce: 
of  our  agricultural  implements  and  machiner 
53  percent  of  our  paraffin  wax,  58  percent  of  oi 
turpentine,  and  41  percent  of  our  refined  coppe 

One  need  not  dwell  upon  the  significance  i 
these  figures.  Our  national  economy  has  beq 
geared  to  support  millions  of  workers  in  occij 
pations  which  have  come  to  be  vitally  depen< 
ent  upon  foreign  markets.  Strip  those  indul 
tries  of  their  foreign  markets  and  you  drnj 
millions  of  Americans  out  of  the  only  forms  d 
employment  by  which  many  of  them  can  lit 
and  seriously  affect  the  prosperity  of  millioi 
of  other  Americans  through  the  curtailment  ( 
domestic  markets; 

Lowered  standards  of  living  as  a  result  A 
economic  isolation  would  cause  intense  suffe 
ing  and  acute  social  disorders  in  the  Unite 
States;  in  Europe,  where  nations  lack  the  ric' 
diversity  of  resources  which  we  enjoy,  thoi 
oughgoing  economic  isolation  would  entail  i 
many  countries  actual  starvation. 

If,  therefore,  we  look  life  in  the  face  we  car 
not  escape  the  undeniable  fact  that  as  a  resu 
of  the  Industrial  Revolution  the  national  ind< 
pendence  of  former  days  has  ceased  to  exis'1 
A  nation  by  suddenly  raising  its  tariff  rates,  b 
reducing  its  quota  allowances,  or  by  granting, 
commercial  preference  to  another  nation  ma 
menace  the  very  existence  of  populations  on  tb 
other  side  of  the  world.  We  still  think  in  tern 
of  national  independence  and  sovereignty  9 
formulated  over  a  hundred  years  ago;  but  i 
truth  national  independence  so  far  as  a  nation 
economic  needs  are  concerned  is  an  outlive 
myth. 


III.  The  Heart  of  the  Problem  of  Peace 

Why  during  the  past  IT  years  have  we  railed 
>  attain  cither  economic  recovery  or  a  stable 
asis  for  peace i  Largely  because  we  are  refus- 
tg  to  face  the  stark  Tacts  of  modern  life  and 
re  instead  basing  our  programs  upon  the  stage- 
Mich  philosophy  and  facts  of  a  hundred  years 

8°'  .       . 

Once  the  stubborn  reality  of  the  vital  mter- 

ependence  of  nations  is  clearly  realized  the 
ature  of  the  foundations  required  for  a  stable 
eace  becomes  clear.  Today  the  standards  of 
ring,  if  not  the  very  lives,  of  entire  popula- 
10ns  are  dependent  upon  a  steady  inflow  of  raw 
uUerials  and  foodstuffs  at  prices  unenhanced 
y  prohibitive  economic  barriers,  and  also  upon 
steady  sale  of  their  own  surplus  production  in 
wreign  markets  for  a  remunerative  return. 

Men  will  fight  before  they  starve.  They  may 
lso  fight  rather  than  see  accustomed  standards 
f  living  reduced  to  unbearable  levels. 

There  can  be  no  real  security  for  any  nation, 
ldustrial  or  agricultural,  and  consequently 
lere  can  be  no  lasting  international  peace  or 
:ability  until  nations  can  secure  for  themselves 
ccess,  free  from  prohibitive  nationalistic  bar- 
ters, first  to  necessary  raw  materials  and  f  ood- 
:uffs  and  second  to  foreign  markets. 

In  the  present  era  of  relative  overproduction, 
ccess  to  foodstuffs  and  raw  materials  in  time 
f  peace  is  the  less  serious  problem  of  the  two, 
Dr  the  present  oversupply  produces  a  buyer's 
larket.  But  in  order  to  buy — even  in  a  buyer's 
larket — nations  must  be  able  to  sell  their  own 
roducts.  How  to  make  secure  each  nation's 
easonable  access  to  foreign  markets,  therefore, 
onstitutes  under  present-day  conditions  the 
ery  heart  of  the  problem  of  peace. 
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IV.  The  Effort  To  Secure  Foreign  Markets 
Through  Military  Conquest 

Security  of  foreign  markets  may  be  sought 
either  (1)  through  military  conquest  or  (2) 
through  a  system  of  foreign  trade  unhampered 
by  excessive  and  unreasonable  barriers. 

The  World  War  was  partly  the  result  of  an 
attempt  to  solve  the  problem  by  the  first  of1 
these  two  methods.  At  the  opening  of  the 
twentieth  century  the  search  for  new  sources 
of  raw  materials  and  for  foreign  markets  had 
become  intense.  Commercial  rivalries  devel- 
oped and  increased  in  bitterness.  In  the  Bal- 
kans Russian  and  Austro-German  efforts 
clashed;  in  Africa  German  aspirations  were 
blocked  by  an  Anglo-French  entente;  in  the 
Far  East  Japan  found  herself  blocked  by  west- 
ern nations. 

Political  rivalries  were  added  to  commercial 
rivalries.  The  German  effort  to  secure  neces- 
sary foreign  markets  and  raw  materials  gave 
constant  impetus  to  the  political  drive  east- 
ward— the  Drang  nach  Osten.  Out  of  this 
grew  the  imperialism  of  Germany  and  Aus- 
tria. On  the  other  hand  England,  France,  and 
Russia  formed  an  equally  determined  group 
bent  on  securing  needed  raw  materials  and  for- 
eign markets  for  themselves. 

Thus  were  developed  two  conflicting  fronts 
of  imperialism,  each  heavily  arming.  Then' 
could  be  only  one  outcome.  Granted  the  phi 
losophy  of  unrestrained  national  independent; 
and  the  possession  of  huge  armaments  witl 
which  to  force  a  solution,  world  war  was  a i 
inevitable  as  the  rising  of  the  sun. 

That  was  true  in  1914.  Is  it  less  true  today' 
The  unprecedented  catastrophe  of  1914-1* 
caused  ruin  from  which  we  have  not  by  ary 
means  yet  emerged.  The  grim  toll  of  humai 
life  was  some  9,000,000  killed  and  6,000,00( 
maimed  in  the  very  prime  of  their  manhood 
But  the  supreme  tragedy  was  not  in  lost  lives 
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was  rather  in  the  folly  and  futility  of  the 
jrifiee.  [fever  history  taught  a  lesson  in  let- 
B  of  blood  and  fire  it  was  the  utter  futility  of 
king  a  solution  of  the  problem  of  raw  mate- 
Is  and  markets  through  force  of  arms. 
[n  the  Treaty  of  Versailles  which  followed 
I  war  the  victorious  Allies,  in  spite  of  Presi- 
it  Wilson's  valiant  efforts  for  a  peace  of  rec- 
aliation,  proceeded  on  the  conquest  theory 
dismantle  Germany's  industrial  plant  and 
impose  upon  her  a  chimerical  war  indemnity 
as  to  leave  no  possibility  of  future  competi- 
n.  Victory  was  complete. 
From  it  the  world  has  reaped  a  bitter  harvest, 
e  gigantic  war  indemnity  could  in  fact  be 
id  only  with  goods;  yet  every  shipment  of 
rman  goods  abroad  meant  increased  German 
lust  rial  activity  and  competition— the  very 
ng  the  Allies  sought  to  destroy.  Further- 
ire,  the  economic  ruin  of  Central  Europe  en- 
led  the  ruin  and  loss  of  many  foreign 
rkets — the  destruction  of  the  very  objects 
ich  the  Allies  had  sought  to  gain.  Military 
•ce  proved  futile  and  victory  barren.  The 
bborn  and  inescapable  fact  of  national 
erdependence  could  not  be  subverted  by 
loring  it. 

Conquest  cannot  furnish  a  solution  of  the 
)blem  of  foreign  markets.  Under  twentieth- 
itury  conditions  there  can  be  no  economic 
tor  in  a  great  war.  Each  side  alike  suffers 
\  wiping  out  on  a  colossal  scale  of  its  most 
wluctive  manpower,  of  its  savings  and  its 
ntal,  of  its  normal  trade.  The  future  of  each 
crippled  and  hampered  by  debt.  The  more 
nplete  the  destruction  of  enemy  territory,  the 
»re  complete  is  the  destruction  of  future  mar- 
:s  and  purchasing  power.  Even  were  addi- 
nal  foreign  markets  won,  the  cost  of  the 
uggle  lowers  the  victor's  standard  of  living 
*  below  any  possible  gain  through  enlarged 
irkets. 
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The  attempt  to  solve  the  problem  of  foreigi 
markets  by  war  is  suicidal.  Conquest  is,  in  fact 
no  solution,  but  only  the  way  of  despair.  Wai 
destroys  foreign  markets.  It  is  not,  in  truth, ; 
practicable  means  for  securing  them. 

V.  The  Menace  of  Economic  Armaments 

The  aftermath  of  every  great  war  is  a  fresl 
surge  of  economic  nationalism,  partly  because 
of  the  need  of  protection  against  depreciatec 
currencies,  disordered  world  prices,  and  inter 
national  "dumping",  and  partly  because  o 
military  considerations. 

During  the  past  15  years  economic  national 
ism  has  been  running  rampant.  Tariffs  hav< 
been  raised  to  unprecedented  heights.  Sine 
the  crash  of  1929  entirely  new  and  far  mon 
drastic  implements  for  achieving  economic 
nationalism  have  been  created,  such  as  quoti 
restrictions,  exchange  control,  export  and  im' 
port  licensing,  government  trade  monopolies 
and  the  like. 

At  first  these  weapons  were  introduced  anc] 
used  for  defensive  purposes  to  protect  nationa 
currencies  or  domestic  economies.  But  with  th< 
seeking  and  granting  of  exclusive  preference 
these  weapons  came  to  be  used  in  trade  offen 
sives,  and  a  maze  of  restrictions  grew  up,  regi 
menting  trade  and  forcing  it  into  high! 
uneconomic  channels. 

Nation  became  pitted  against  nation  in  th 
parry  and  thrust  of  bitter  trade  rivalry.  Th 
higliAvays  of  commerce  of  the  world  becam 
blocked  with  impossible  barriers.  Traffic  be1 
came  choked.  Between  1929  and  1932  interna 
tional  trade  fell  to  a  third  of  its  former  valw 

Normal  trade  currents  depend  upon  pric 
considerations;  every  time  political  and  nor 
economic  factors  divert  trade  currents  froi 
the  normal  flow  the  costs  of  goods  are  in 
creased,  consumer  populations  suffer,  and  ecc 
nomic  dislocations  start  in  motion  a  long  trai: 
of   injurious   consequences.     Today   count rie 
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i  bargaining  with  each  other  for  trade  favors 
,1  preferences;  and  as  every  exclusive  pref- 
nee  given  to  one  nation  means  n  discrimina- 
n  against  some  fifty  other  nations,  the  pol- 
'  of  economic  nationalism  and  bargaining  in 
rferences,  if  unchecked,  can  lead  only  to  the 
■ruction  of  civilized  standards  of  living. 
Ine  day  after  some  country  on  the  other 
e  of  the  world  cuts  down  its  quota  of  Amer- 
n  automobiles  or  apples  or  agricultural  ma- 
nery,  so  as  to  give  this  trade  to  a  third 
mtry  in  return  for  similar  favors  from  it, 
r  State  Department  and  the  Department  of 
mmerce  are  flooded  with  protesting  letters 
)in  American  manufacturers  and  producers 
io  by  reason  of  the  loss  of  these  foreign 
rkets  may  have  to  discharge  thousands  of 
oerican  employees  or  perhaps  see  their  whole 
erprise  turned  from  a  profit  into  a  loss, 
onomic  cause  and  effect  know  no  frontiers. 
Post-war  efforts  toward  economic  recovery, 
led  upon  policies  of  increasing  economic  na- 
nalism,  never  can  bring  recovery,  for  they 
lore  the  facts  of  modern  industrial  existence 
d  rest  upon  an  outlived  philosophy.  By 
itting  nations  off  from  foreign  markets 
on  which  their  economic  existence  depends, 
;se  policies  effectively  block  the  only  real  so- 
ion  possible.  Their  inevitable  tendency  is 
drive  desperate  rulers  toward  the  suicidal 
irse  of  imperialism  and  conquest — the  way 
1914. 

ro  seek  recovery  through  economic  national- 
i  is  like  trying  to  square  the  circle  or  to  at- 
n  perpetual  motion.  It  is  not  surprising 
it  we  are  farther  from  international  stability 
economic  recovery  today  than  we  were  in 
L9. 

VI.  The  Eoad  to  Peace 

Hie  lesson  is  clear.  All  thinking  people  who 
"e  for  human  progress  must  see  that  largely 
a  result  of  the  Industrial  Revolution  stable 
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and  lasting  peace  can  be  built  only  upon  [ 
world  trade  unhampered  by  excessive  barrier: 
and  restrictions. 

It  is  true  that  access  to  foreign  markets  cai 
be  made  secure  only  in  a  world  organized  01 
the  basis  of  law.  Unhappily  that  time  has  no,j 
come  yet.  In  the  meantime,  however,  we  cai; 
build  for  peace  by  reducing  excessive  trad<; 
barriers.  The  problem  of  peace  must  be  solvec 
and  can  only  be  solved  by  frankly  recognizing 
the  facts  of  present-day  life.  Trade  barrier;; 
such  as  we  have  been  building  up  since  the  wa: 
are  in  irreconcilable  conflict  with  the  moderi 
industrial  life  of  the  world.  The  drive  towar< 
economic  nationalism,  if  continued  unchecked 
leads  surely  and  inevitably  to  war. 

That  is  why  the  question  of  American  for 
eign-trade  policy  transcends  party  lines.  It  i 
a  question  of  war  or  peace — and  upon  such  i 
question  there  is  no  room  for  partisan  differ 
ences  or  for  petty  politics.  The  very  founda 
tion  of  American  foreign  policy  is  the  pro 
found  desire  for  peace.  A  policy  which  mili 
tates  against  peace  cannot  be  American. 

America  must,  therefore,  stand  firml; 
against  a  policy  of  economic  nationalism 
Americans  cannot  forget  that  the  strength  o 
the  nation  from  the  very  outset  was  built  npoi 
the  frank  recognition  of  the  interdependenci 
of  the  sovereign  American  States.  Our  Con 
stitution  expressly  forbade  the  creation  o 
trade  barriers  or  customs  tariffs  against  good 
from  other  States.  It  is  this,  perhaps  as  largely 
as  any  other  provision  in  the  Constitution,  tha 
has  given  strength  to  the  Nation,  stability  am 
peace  to  the  States.  Practical  experience  ha: 
proved  the  worth  of  this,  the  American  waj 

By  her  trade-agreements  program  Americ; 
has  already  taken  a  significant  and  an  impor 
tant  step  in  this  direction.  Thus  far  the  pro 
gram  has  been  more  than  justified  by  th( 
practical  results  of  the  agreements  already  en 
tered  into,  as  evidenced  by  marked  increases  ii 
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reign  trade  and  by  their  influence  in  encoui 
ing    a    world-wide    reexamination    of    the 
vans  of  freeing  international  trade  from  its 
lonalistic  fetters. 

The  recent  monetary  accord  lias  been  a  fur- 
sr  encouraging  step.  Now  the  American  re- 
plies arc  about  to  give  united  and  careful 
nsideration  to  additional  measures.  By 
pe  and  other  practical  means  America  in- 
ids,  so  long  as  other  nations  will  join  in  the 
brt,  to  fight  against  the  hundred-headed 
icron  of  economic  nationalism  and  instead  to 
ild  realistically  for  peace. 
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[•HE  "GOOD  NEIGHBOR"  POLICY 
AND  TRADE  AGREEMENTS1 

I  am  delighted  to  have  this  opportunity  of 
iiscussing  with  you  our  trade-agreements  pro- 
gram and  the  part  it  plays  in  the  administra- 
ion's  "good  neighbor"  policy  which  guides  the 
onduct  of  our  foreign  relations  today.  The 
ubject  is  particularly  timely  since  the  Presi- 
lent's  power  to  negotiate  trade  agreements  un- 
ler  the  present  act  expires  next  June,  and 
Congress  has  before  it  at  this  very  time  a  bill 
o  extend  the  President's  power  for  another  3 
rears.  I  have  just  come  from  the  congres- 
ional  debates  and  from  the  hearings  before  the 
senate  Finance  Committee. 

Problems  of  foreign  trade,  like  other  prob- 
ems  of  foreign  policy,  are  of  profound  impor- 
ance  to  our  whole  domestic  economy  and  wel- 
are.  They  transcend  party  lines,  and,  in 
Iiscussing  them,  I  want  so  far  as  possible  to 
;et  away  from  partisan  or  political  considera- 
ions.  The  program  was  not  adopted  as  a 
>artisan  measure.  It  was  formulated  to  meet 
i  great  national  emergency  which  threatened 
>eril  if  not  disaster  to  our  farmers  and  to  our 
aanufacturers.  I  believe  that  Congress  in 
fleeting  that  emergency  3  years  ago  framed 
agislation  that  is  wise  and  that  is  constructive. 

believe  that  this  carefully  framed  legislation 
ias  been  administered  in  a  wise  and  construc- 
ive  way.  I  believe  that  the  act  embodies  the 
aost  scientific  method  of  tariff  adjustment  to 
fleet  a  great  national  emergency  that  our  coun- 
ry  has  ever  known.  I  am  glad  of  the  chance 
o  tell  you  about  it  as  simply  as  I  can. 

I.  America  Is  Dependent  on  Foreign  Trade 

No  thinking  person  advocates  a  program  of 
omplete    economic    self-sufficiency    for    the 

aAcklress  by  the  Honorable  Francis  B.  Sayre,  Assist- 
ant Secretnry  of  State,  before  the  Institute  of  Citi- 
enship  at  Emory  University,  Ga.,  Feb.  12,  1937,  at 
j  :15  p.  m. 

125424—37 1  (1) 


United  States.  We  must  trade.  Out  of  th 
industrial  revolution  grew  an  age  of  specialize 
tion.  There  were  not  enough  sheep  in  En^ 
land  to  supply  wool  for  English  spinnin 
jennies  turning  out  cloth  at  prices  never  befoi 
dreamed  of.  Wool  had  to  be  brought  froi 
abroad  to  supply  the  English  machines,  an 
soon  England  was  not  only  importing  wool  bi 
exporting  woolen  cloth  as  well.  Locality 
possessing  large  coal  or  ore  deposits  becan 
centers  for  feverish  industrial  activity,  depenc 
ent  upon  imports  of  necessary  raw  materia 
and  upon  foreign  markets  for  the  sale  of  the 
products.  As  a  result  throughout  the  worl 
came  a  specialization  of  national  econom 
efforts  which  today  makes  complete  nation; 
self-sufficiency  an  anachronism. 

This  specialization  resulted  in  enormous]; 
increased  productive  efficiency.  New  life,  ne 
business,  and — most  important  of  all — new  ar 
higher  standards  of  living  were  brought  abou 

As  a  corollary  of  increased  wealth  for  eac 
nation  came  increased  dependence  on  the  pro< 
ucts  or  markets  supplied  by  other  nations.  A 
industrialized  nation,  buying  additional  foo< 
stuffs  from  abroad  in  exchange  for  its  indu 
trial  exports,  is  capable  of  supporting  a  ft 
larger  population  than  if  it  had  remained  c 
an  agricultural  basis.  In  1800  Europe's  pop: 
lation  totaled  180  million ;  today  it  is  450  mi 
lion.  Once  the  population  of  an  industrialize 
state  thus  increases  beyond  the  numbers  whit 
its  agriculture  could  support,  a  cessation  of  i\ 
foreign  trade  must  mean  catastrophe  for  i 
economic  and  social  life.  It  means  forcii 
down  the  nation's  standard  of  living  to 
disastrous  level — even  actual  starvation  1 
slow  processes  for  large  numbers  of  its  peopl 

That  is  why  America  must  carry  on  forei^ 
trade.  Every  blow  at  our  foreign  trade  is 
direct  thrust  at  our  economic  and  social  Hi 

No  one  seriously  proposes  that  we  volu 
tarily  cease  to  import  rubber,  tin,  nicfo 
asbestos,  antimony,  manganese,  or  any  of  til 
numerous  other  commodities  on  which  or 
great  industries  are  literally  dependent.    Y 
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m)  Deed  coffee,  tea,  bananas,  chocolate,  and 
uiv  other  tropical  products  which  we  cannot. 
■luce. 

Our  need  is  even  more  compelling  to  sell 
road  our  heavy  surpluses  of  cotton,  tobacco, 
tomobiles,  machinery,  and  other  products, 
lless  we  can  continue  to  sell  these  in  foreign 
irkets,  more  than  half  of  our  cotton  planters, 
o-fil'ths  of  our  leaf -tobacco  growers,  almost 
,lf  of  our  dried-fruit  producers,  and  very 
bstantial  numbers  of  our  factory  workers, 
r  industrial  producers,  our  transport  work- 
s,  must  be  reduced  to  idleness.  Their  very 
bsistence  depends  upon  foreign  markets. 

II.  The  Problem  Confronting  America 
in  1933 

The  problem  of  foreign  trade  which  we 
ced  in  1933  was  one  growing  out  of  the  eco- 
>mic  aftermath  of  the  war.  Averted  for  a 
icade  by  huge  foreign  loans,  economic  chaos 
irst  upon  us  in  1929.  Nations  entered  into 
verisli  competition  with  each  other  to  sell  to 
reigners  a  maximum  and  to  buy  from  for- 
mers a  minimum  of  goods.  To  protect 
gainst  huge  excesses  of  imports  over  exports 
id  the  consequent  outflow  of  gold,  nations 
ught  to  cut  down  their  imports  by  launch- 
g  intensive  drives  toward  national  "au- 
rchy1',  or  economic  self-sufficiency.  This 
ovement  was  still  further  intensified  by  mili- 
ry  considerations.  New  governmental  meas- 
res  were  devised  arbitrarily  to  restrict 
tiports.  Through  the  means  of  "quota"  re- 
rictions  the  importation  of  goods  was  cut  to 
Dsolute,  fixed  amounts;  and  by  assigning 
fbitrary  quotas  to  different  nations  this  new 
jonomic  weapon  came  to  be  used  to  favor 
>me  and  discriminate  against  rivals.  Other 
eapons  were  forged  for  the  same  ends — ex- 
lange-control  restrictions,  government  trade 
lonopolies,  import  -  licensing  requirements, 
'hrough  these  new  economic  weapons  nations 
)und  a  wray  to  sell  their  own  markets  to  the 
ighest  bidders  and  to  strike  with  deadly  effect 


against  the  very  vitals  of  their  trade  rivals 
Preferences  and  discriminations  became  thi' 
order  of  the  day.  Nation  became  pittec 
against  nation  in  the  parry  and  thrust  of  bit 
ter  trade  rivalry.  The  trade  highways  of  thfl 
world  became  blocked  with  impossible  bar 
riers.  Traffic  became  choked.  Internationa!' 
trade  fell  to  a  third  of  its  1929  value. 

The  United  States  could  not  escape  th< 
effects  of  this  world-wide  shrinkage  of  inter 
national  trade.  From  1929  to  1933  the  valid 
of  American  exports  declined  by  68  percent,  oj 
from  $5,157,000,000  to  only  $1,647,000,000 
During  that  period  the  value  of  our  exports  oi 
raw  cotton — upon  which  the  economic  struc 
ture  of  the  entire  South  is  vitally  dependent— I 
fell  by  almost  half.  Shipments  of  meat  prod 
ucts  decreased  in  value  by  67  percent,  anc 
those  of  wheat  and  flour  by  90  percent.  T( 
the  resulting  losses  in  farm  incomes  due  t> 
lessened  sales  must  be  added  the  losses  due  td 
the  sharp  reduction  in  domestic  prices  causec 
by  the  glutting  of  home  markets  with  unsal- 
able  surpluses  diverted  from  foreign  shipment 
The  economic  prostration  of  the  farmer  had  i 
direct  and  devastating  effect  upon  the  liveli 
hood  of  merchants,  bankers,  those  in  the  servl 
ice  trades,  professional  men,  and  others  in  oui 
small  agricultural  towns.  Exports  of  manu- 
factured goods,  other  than  foodstuffs,  declined 
by  $2,400,000,000,  or  more  than  70  percent' 
Suffering  throughout  the  country  became  in;' 
tense.  It  was  evident  that  something  had  to  b< 
done. 

III.  The  Trade  Agreements  Program 

It  was  in  the  light  of  this  experience  thai, 
Congress  was  called  upon  to  restore  our  van 
ishing  foreign  trade. 

A.    BILATERAL    RECIPROCAL    APPROACH 

The  first  major  question  concerned  the 
mechanics  by  which  we  should  attack  the  bar 
riers   which   were   damming  up   our  exports 


e  mere  unilateral  reduction  of  such  of  our 
B   rates  of  duty   us  were  excessively  high, 

matter  how  wisely  effected,  could  have 
en  no  assurance  that  the  formidable  bar- 
re  to  our  commerce  created  by  foreign 
ions  would  likewise  be  modified.  On  the 
er  hand,  the  intricate  complexities  of  foreign 
de   and   the   differing   commercial   policies 

various  nations  at  the  time  made  any 
leral  or  multilateral  approach  seem  hope- 
I.  From  time  to  time  in  the  past  we  had 
ght    to    stimulate    our    foreign    commerce 

reciprocal  trade  arrangements  with  indi- 
ual  countries — with  Canada  in  1854,  with 
•ions  countries  under  the  McKinley  Tariff 
b  of  1890  and  the  Dingley  Tariff  Act  of 
'7.  and  with  Cuba  in  1902.  Accordingly, 
iio-ress,  after  extensive  consideration  and 
>ate,  adopted  the  reciprocal  approach  as  the 
y  feasible  one  which  would  assure  to  us 
ictical  results. 

EQUAL  TREATMENT  AS  OPPOSED  TO  PREFERENTIAL 

Secondly,  Congress  had  to  choose  between 
)  alternatives  in  determining  the  basis  of 
rotiations.  The  one  alternative  was  the  giv- 
;  and  seeking  of  exclusive  trade  preferences, 
h  side  endeavoring  by  shrewd  "Yankee 
ding"  to  out-trade  the  other.  This  is  the 
thod  which  certain  European  nations  had 
id  in  the  post-war  period  with  such  lamen- 
de  results.  It  is  the  practice  which  more  than 
rtliing  else  led  to  the  growing  strangulation 
international  trade.  What  many  fail  to 
lerstand  is  that  every  preference  exclusively 
mted  to  a  single  nation  constitutes  in  its 
•y  essence  a  discrimination  against  some  50 
ier  nations.  Once  the  United  States  begins 
criminating  against  other  nations,  they 
11  naturally  begin  discriminating  against 
We  would  thereby  surrender  the  very 
sis  for  our  protection  of  American  commerce 
road,  for  when  we  once  cease  to  give  equal- 
of  treatment  to  others  we  can  no  longer 
nand  it  for  ourselves.     Trading  in  prefer- 
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ences  leads  inescapably  and  inevitably  to  eco; 
nomic  chaos.  Stability  is  sacrificed  to  conflict 
Furthermore,  experience  has  shown  tha 
trading  in  preferences  requires  governmenta 
control  of  exports  and  imports  to  make  tli 
preferences  effective.  In  other  words,  trading 
in  preferences  and  discriminations  not  onrj 
would  leave  American  commerce  defenseles 
against  retaliatory  discriminations  by  foreig: 
countries,  but  would  lead  inescapably  to 
regimentation  and  strait- jacketing  of  Ameri 
can  business  at  home,  which  would  be  utterl; 
inconsistent  with  American  democratic  tradi 
tions. 

The  second  alternative  is  negotiation  on  th 
democratic  basis  of  equality  of  treatment  t 
all  nations  alike — the  principle  upon  whic: 
American  foreign  commercial  policy  has  firml 
rested  ever  since  the  first  days  of  our  Reput 
lie.  This  means  neither  giving  nor  receivin 
exclusive  preferences,  but  granting  the  bene 
fits  of  tariff  reductions  to  all  nations  aliki 
which  give  to  us  the  benefit  of  their  own  mir 
imum  rates,  including  those  under  their  e> 
isting  or  future  trade  arrangements  with  othe 
countries.  There  is  here  no  giving  away  oj 
something  for  nothing;  concessions  given  b 
us  to  one  are  extended  to  other  foreign  ns 
tions,  but  only  to  those  which  give  us  in  retur 
the  benefit  of  all  concessions  which  they  hav 
made  or  may  in  the  future  make  to  third  com 
tries.  As  George  Washington  said  in  hit 
famous  Farewell  Address:  "Harmony  and 
liberal  intercourse  with  all  nations  are  recon 
mended  by  policy,  humanity,  and  interes 
But  even  our  commercial  policy  should  hoi 
an  equal  and  impartial  hand,  neither  seekin 
nor  granting  exclusive  favors  or  preferences 
That  has  been  the  cornerstone  of  America 
commercial  policy  ever  since.  That  const 
tutes  the  very  essence  of  the  "good  neighbor 
policy  and  of  American  democracy  as  wel 
i.  e.,  equality  of  treatment  to  all.  Only  tin 
could  one  of  the  basic  purposes  of  the  act- 
the  removal  of  foreign  discriminations  again 


aerican  commerce  -be  achieved.  Only  thus 
lid  genuine  protection  be  assured  for  Amer- 
n  commerce  abroad. 

Gongress,  therefore,  in  framing  the  Trade 
jteements  Act,  had  to  choose  between  the  al- 
•native  policies  of  trading  in  preferences 
of  following  the  most -favored-nation  prac- 
I  of  equality  to  all.  Fortunately,  it  was  the 
>ond  of  these  alternatives  which  Congress, 
:er  careful  deliberation,  adopted. 
Experience  has  more  than  justified  the 
Dice.  For  instance,  the  trade  agreement 
ncluded  between  the  United  States  and 
jgium  reduced  the  Belgian  duty  on  unas- 
nbled  lowT-priced  automobiles  from  about 
,000  francs  to  6,000  francs.  Seventeen  days 
;er  Belgium  made  a  trade  agreement  with 
•ance,  still  further  reducing  the  automobile 
ty  to  4,000  francs.  Had  it  not  been  for 
3  most-favored-nation  clause  in  our  trade 
reement  with  Belgium,  American  automo- 
le  exporters  could  not  have  obtained  the  ben- 
t  of  the  4,000-franc  duty,  and  French  auto- 
)bile  producers  might  have  crowded  Ameri- 
d  producers  out  of  the  Belgian  markets.  As 
plied  to  our  imports  the  pursuit  of  this 
•licy  has  affected  roughly  30  million  dollars 
xrth  of  trade;  in  return  it  has  safeguarded 
Ld  benefited  at  least  265  million  dollars 
)rth  of  American  exports.  Thus  the  most- 
vored-nation  policy  not  only  promotes 
iendly  relations  between  the  United  States 
id  other  countries,  but  is  also  proving  a  most 
[vantageous  policy  to  us  in  terms  of  dollars 
id  cents. 

C.    SENATORIAL    OR    CONGRESSIONAL    APPROVAL 

A  third  decision  confronting  Congress  was 
e  method  of  concluding  the  trade  agree- 
ents.  The  contemplated  reciprocal  arrange- 
ents  could  have  been  accorded  the  dignity  of 
eaties  requiring  senatorial  ratification.  The 
lestion  of  time  was  alone  sufficient  to  rule 
it      this      method.     Other      nations — either 
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through  the  vesting  of  authority  in  the  execu- 
tive or  b}'  virtue  of  the  parliamentary  sysfc 
which  insures  the  executive  of  legislative  sup 
port — had  the  power  to  act  promptly.  In  the 
14-month  period  prior  to  the  consideration  oi 
the  trade  agreements  by  Congress,  foreign 
countries  had  entered  into  69  bargaining 
agreements  relating  to  customs  treatment 
Since  then  many  additional  agreements  of  this 
kind  have  been  concluded  by  the  nations  oi 
the  world.  Trade  would  be  lost  were  trade 
agreements  subjected  to  the  cumbrous  proce- 
dure of  treaty  making.  Our  Senate  is  in  ses 
sion  for  only  part  of  the  year,  and  in  recent 
years  the  demand  upon  its  time  when  in  sessior 
is  enormous.  It  would  have  been  a  practical 
impossibility  to  offer  the  prompt  action  which 
alone  could  interest  foreign  nations  if  Senate 
ratification  were  required. 

The  same  practical  considerations  militat 
against  providing  for  the  approval  or  ratifica- 
tion of  the  agreements  by  a  majority  of  both 
Houses. 

Instead  Congress  followed  the  precedeni 
established  by  a  long  line  of  legislation  m 
utilizing  the  executive  department  of  the 
Government  to  insure  prompt  customs  action 
Most  notable  of  these  precedents  are,  perhaps 
the  tariff  acts  of  1890  and  1897,  to  which  I  have 
already  referred,  and  the  "flexible"  provisions' 
of  our  more  recent  tariff  laws.  Under  the  189( 
and  1897  statutes  21  commercial  agreements 
providing  for  reciprocal  customs  concessions  or 
continuance  of  existing  favorable  customs 
treatment  were  concluded  under  Presidentia 
authority.  Since  1922  our  tariff  laws  have 
contained  so-called  "flexible"  provisions 
authorizing  the  President,  after  investigatior 
by  the  Tariff  Commission,  to  raise  or  lower 
particular  tariffs  by  50  percent.  Although 
this  provision  has  never  been  extensively  used 
and  of  course  could  not  prove  effective  in  se 
curing  reductions  of  tariffs  in  foreign  coun' 
tries,  the  validity  of  this  method  of  Presiden 
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1  tariff  making  lias  been  affirmed  by  the 
urts. 

Following  a  well-established  Line  of  prece- 
nts,  therefore,  the  Trade  Agreements  Act 
fchorized  the  President  to  negotiate  recipro- 
[  agreements  under  standards  set  forth  in 
3  art  ami  empowered  him  to  modify  existing 
jtoms  duties  within  a  50-percent  limit  in 
change  for  foreign  concessions. 

D.    TUBLIC    NOTICE   AND   OFEN   HEARINGS 

[n  granting  this  authority  to  the  President, 
ngress  was  careful  to  insure  against  arbi- 
jry  or  bureaucratic  action  which  character- 
d  the  customs  regulation  of  certain  foreign 
mtries,  where  quotas  may  be  reduced,  im- 
rt  licenses  revoked,  available  exchange  cut 
,  or  barter  permits  withdrawn  almost  over- 
pht  with  no  opportunity  for  advance  notice 
open  hearings.  Under  the  act  no  agree- 
nt  can  be  concluded  without  prior  announce- 
nt  and  full  opportunity  having  been  af- 
•ded  interested  private  individuals  to 
jsent  their  views.  The  hearings  which  form 
•egular  part  of  the  procedure  are  not  essen- 
lly  different  from  those  held  by  other 
aerican  administrative  bodies,  such  as  the 
deral  Trade  Commission,  the  Tariff  Com- 
ssion,  or  the  Interstate  Commerce  Commis- 
n.  The  determination  of  duty  reductions 
1  trade  arrangements  is  not  left  to  isolated 
Sessional  bureaucrats.  Instead  all  the 
ources  of  the  Government  having  to  do  with 
-eign  trade  are  called  upon  for  full  study 
1  examination  of  the  various  proposals,  Hi- 
ding the  Departments  of  State,  Commerce, 
piculture,  Treasury,  and  the  Tariff  Com- 
ssion. 

We  are  constantly  attempting  to  improve 
i  methods  by  which  informed  and  interested 
lividuals  may  present  their  views.  We  fully 
cognize  their  interests  and  the  Congressional 
Lndate  that  those  interests  must  be  carefully 
stected.     There  is  in  fact  no  star-chamber 
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atmosphere  about  the  negotiations,  despite  th 
occasional  charges  of  secrecy.  Manifestly  th 
negotiators  cannot  reveal  their  hand  to  th 
other  side  by  prior  publicity  as  to  the  specifi 
reductions  which  they  are  prepared  to  bargai 
with.  Indeed  until  the  negotiations  are  core  j 
plete  it  is  impossible  to  tell  what  the  ultimatj 
exchange  of  concessions  may  embrace.  How 
ever,  the  commodities  of  which  any  negotiatini 
nation  is  the  chief  or  an  important  supplie 
are  well  known  to  the  respective  America 
producers  who  have  ample  opportunity  t 
present  detailed  evidence  either  in  open  heai 
ings  or  otherwise.  A  recent  innovation  in  thi 
negotiating  procedure  provides  for  announce 
ment  of  all  the  products  with  respect  to  whic 
duty  reductions  may  be  considered.  In  add 
tion  to  the  formal  open  hearings  countless  ii 
formal  conferences  are  held  by  the  various  d( 
partments  with  individuals  or  business  group 
and,  up  to  the  last  moment,  the  varioi 
Government  departments  concerned  welcoir 
information  and  critical  comments  which  an 
business  concerned  may  care  to  submit. 

IV.  Achievements  Under  the  Trade  Agrei 
ments  Program 

The  process  of  reducing  trade  barriers  b 
negotiation  with  individual  countries  is  froi 
its  very  nature  a  gradual  one,  and  its  effect 
are  not  to  be  measured  by  quick  and  superfick 
statistics.  Nevertheless,  such  evidence  as  M 
have  indicates  an  unmistakable  and  continuir. 
gain  in  American  foreign  trade,  in  no  sma 
degree  attributable  to  the  trade-agreemeni 
program. 

Fifteen  trade  agreements  have  now  bee 
signed,  14  of  which  are  in  effect.  Our  foreig 
trade  with  these  15  countries  constituted.  a< 
cording  to  1934  figures,  over  37  percent  of  oi 
total  foreign  trade.  Other  trade  agreemem 
are  in  process  of  negotiation. 

Total  commerce  with  countries  with  whic 
trade  agreements  have  been  negotiated  shov 
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gratifying  increase.  The  following  specific 
Ifcances  are  significant.  Our  exports  to  Cuba 
a-eased  from  35  million  dollars  in  the  year 
loeding  the  effective  date  of  the  agreement 
th  that  country  (September  3,  1934)  to  55 
Bion  dollars  in  the  first  year,  and  to  64 
(ion  dollars  in  the  second  year  under  the 
reenient,  a  rate  of  increase  far  in  excess  of 
at  for  the  exports  of  other  countries  to  Cuba. 
Our  exports  to  Belgium  increased  by  11  mil- 
n  dollars  during  the  first  year  under  the 
Jgian  agreement,  or  by  23.6  percent,  as  corn- 
red  with  the  preceding  year,  whereas  Bel- 
m  imports  from  all  other  countries  increased 

only  5  percent. 

Imports  into  Sweden  from  the  United  States 
creased  by  6.6  million  dollars  during  the  first 
months  of  the  Swedish  agreement. 
Canadian  imports  from  the  United  States  in- 
cased during  the  first  6  months  of  the  agree- 
ait  by  15  percent  as  compared  with  the  cor- 
sponding  period  in  1935,  or  from  155.7 
Lllion  dollars  to  178.9  million  dollars.  Of 
en  more  striking  significance  is  the  fact  that 
iring  this  period  the  increase  in  Canadian 
iports  from  the  United  States  of  items 
l  which  Canada  granted  duty  reductions 
lounted  to  24  percent,  whereas  imports  of 
L  other  American  commodities  increased  by 
ly  15  percent. 

I  do  not  want  to  weary  you  with  statistics. 
Lit  I  do  want  you  to  realize  that  the  trade 
p-eements  are  already  bearing  fruit,  not  mere- 

in  a  few  detached  instances  but  along  a 
idespread  front.  Increased  foreign  markets 
,n  be  secured  by  reciprocal  agreements  and 
e  actually  being  secured  today  in  increasing 
5gree  as  the  trade-agreements  program  goes 
irward.  During  1935  our  foreign  sales  ex- 
eded  those  of  1934  by  150  millions  of  dollars, 
id  in  the  first  6  months  of  1936  they  increased 
7  a  further  130  millions  as  compared  with  the 
:st  half  of  1935. 

Our  trade-agreements  program  has  been  crit- 
ized  on  the  ground  that  our  imports  from 
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some  of  the  countries  with  which  agreemenj 
have  been  negotiated  have  increased  by  a  larg* 
percentage  than  our  exports  to  these  same  couii 
tries.  Comparisons  of  this  sort  might  ha5 
some  validity  if  what  we  were  concerned  wij 
were  the  state  of  our  trade  balance  with  ea<s. 
individual  country.  But  such  bilateral  balani^ 
ing  is  the  very  way  to  regiment  and  destrcii 
trade.  What  we  are  seeking  to  do  is  to  restoii 
to  international  trade  its  essentially  flexib 
and  triangular  character,  because  only  when  I 
operates  on  that  basis  can  it  really  revive  ail 
expand  for  the  benefit  of  ourselves  and  ever 
one  else. 

Moreover,  to  suggest  that  we  have  someho 
or  other  got  the  worst  of  the  bargain  becaui 
in  some  cases  imports  have,  over  a  short  perio  < 
increased  at  a  more  rapid  rate  than  exports 
equivalent  to  arguing  that  imports,  whatev 
their  nature,  are  wholly  bad  and  are  deti 
mental  to  our  national  interest.  Whenev 
prosperity  is  increasing,  the  country  needs  H 
creased  amounts  of  raw  materials  for  our  fa 
tories  and  our  industries.  Whenever  disa 
trous  droughts  occur,  imports  of  feedstuffs  a: 
necessary  to  save  our  farmers  from  famh 
prices  and  to  save  our  cattle  from  having  1 
be  slaughtered.  To  argue  that  under  the:: 
special  conditions  trade  agreements  are  failir 
if  imports  from  some  particular  country  < 
other  exceed  exports  to  that  country  revea 
either  a  false  philosophy  or  the  intent  to  d1 
ceive  the  American  people. 

Again,  the  increase  of  our  agricultural  hi 
ports  has  been  seized  upon  in  an  attempt  t 
convince  farmers  that  the  trade-agreemenl 
program  is  wrecking  them.  Actually,  hovt 
ever,  most  of  the  increases  in  our  imports  (j 
agricultural  products  either  have  been  in  noi 
competitive  commodities  like  coffee,  rubbp 
silk,  or  the  like,  or  in  products  of  which  thei 
have  been  domestic  shortages  due  to  drought 
Well  over  half  of  our  normal  agricultural  in 
ports  are  not  directly  competitive  and  merel 
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iflect  an  increased  demand  due  in  pari  to  re- 
\ed  exports  with  the  consequent  need  of  addi- 
onal  raw  materials  and  in  part  to  marked 
unestic  improvement  of  American  business 
mditions.  Of  the  remaining  half,  the  out- 
anding  causes  for  recent  increased  agricul- 
iral  imports  were  unprecedented  droughts. 
re  needed  imports  of  t'eedstuffs  to  save  our- 
lves  and  our  fanners  from  famine  prices  and 
'oin  disaster,  and  these  goods  are  coming  in, 
>t  through  gaps  in  our  tariff  wall  made  by 
ade  agreements,  but  over  our  tariff  wall. 
The  justification  for  our  trade-agreements 
/ograni  rests  on  grounds  far  broader  than 
irrent  trade  statistics.  It  is  a  program  di- 
eted toward  the  achievement  of  permanent 
id  far-reaching  results.  It  seeks  to  encour- 
re  the  lowering  of  trade  barriers  by  other 
iuntries  throughout  the  world.  The  task  of 
veling  the  unjustifiable  barriers  to  our  trade 
by  no  means  complete,  but  already  there  is 
ason  to  believe  that  further  gains  can  be 
ade  in  the  period  which  lies  immediately 
lead.  Other  nations,  too,  have  learned  that 
ill  and  stable  domestic  recovery  can  be  at- 
ined  only  by  a  substantial  restoration  of  world 
ade. 

.  Tkade  Agreements   as  an  Aid  to  Peace 

May  I  close  by  stressing  one  final  aspect  of 
e  trade-agreements  program.     No  nation  is 

abundantly  endowed  with  natural  resources 
id  technical  skill  that  it  can  be  economically 
.fficient  unto  itself  and  remain  prosperous, 
rade  constitutes  the  very  life  blood  of  nations. 
If  orderly  processes  of  trade  break  down  as 
means  for  securing  the  ready  exchange  of 
>ods  and  the  distribution  of  the  necessary  raw 
aterials  of  the  world,  conquest  and  the  march 

imperialism  become  well-nigh  irresistible, 
conomic  nationalism  and  its  corollary,  im- 
irialistic  expansion,  alike  lead  to  perpetual 
nflict. 
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America  must,  therefore,  reach  out  towai 
liberal  trade  policies,  such  as  the  trade-agre 
ments  program,  not  only  because  increase 
trade  means  increased  profits  but  because  it  i 
the  only  sure  foundation  upon  which  to  bui; 
for  world  peace. 
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3E  HULL  AGREEMENTS  AND 
INTERNATIONAL  TRADE  l 

President  Wilson  used  to  delight  in  telling 
juaint  story  of  a  Scottish  highlander  who 
nt  into  the  market  of  Edinburgh  followed  by 
j  dog.  He  went  into  a  fishmonger's  stall, 
d  the  dog  incautiously  dropped  his  tail  into 
basket  of  lobsters,  and  one  of  the  lobsters 
Dped  his  tail.  Whereupon  the  dog  went 
Iping  down  the  street,  with  the  lobster  bounc- 
*  after.  "Hoot,  mon,"  cried  the  fishmonger, 
hussle  to  your  dog!"  "Hoot!"  replied  the 
inlander,  "whussle  to  your  lobster !" 
We  must  whistle  off  the  economic  policies 
rich  pinch  before  we  can  control  the  dogs 
war.  No  peace  machinery,  however  per- 
fay  devised,  can  operate  with  success  among 
tions  which  are  economically  at  war.  Hos- 
3  commercial  policies  make  retaliation 
jvitable  and  thus  sow  the  seed  of  resent- 
snt  and  ill  will.  The  economic  isolation 
rich  they  engender  inevitably  creates  unem- 
)yment,  falling  living  standards,  and  wide- 
read  economic  unrest.  Economic  poverty 
d  distress  are  fertile  breeding  grounds  for 
tional  policies  of  aggression.  If  we  would 
ve  peace  we  must  cultivate  the  soil  for  it 
rough  the  pursuit  of  economic  policies  which 
ike  for  friendliness  and  higher  standards  of 
ing. 

It  is  from  this  aspect  that  I  wish  this  after- 
on  to  discuss  America's  commercial  policy. 
)  problem  confronts  us  today  more  vital  than 
is.  We  have  taken  steps  in  recent  years  to 
feguard  our  neutrality  so  far  as  possible  if 
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the  holocaust  of  another  world  war  shoul 
come.  But  no  legislation  can  save  us  fro] 
the  effects  of  war  abroad;  no  possible  legislj 
tion  can  guarantee  that  we  will  not  be  involve 
as  participants  if  another  great  war  shoul 
sweep  across  the  world.  The  only  sure  wa( 
to  safeguard  ourselves  against  another  war 
to  prevent  its  outbreak.  We  must  adopt  pol 
cies  which  make  for  economic  peace.  We  mu 
help  to  shape  the  economic  forces  of  the  wor] 
in  the  only  mold  which  can  produce  peace- 
genuine  liberalism  in  the  regulation  of  trac 
movements  and  equal  and  nondiscriminatoi 
commercial  treatment. 

I. 

Under  modern  conditions  trade  constitut* 
the  very  lifeblood  of  nations.  The  Engli^ 
people  need  food ;  unless  they  can  import  it  i 
substantial  quantities  they  will  starve.  Tl 
Italians  need  coal  and  oil  and  iron;  witho 
these  they  cannot  carry  on  a  modern  econonij 
existence.  The  Germans  need  raw  materia} 
such  as  cotton;  cut  off  from  these  they  cann< 
be  kept  at  work.  The  people  of  the  Unite 
States,  probably  the  most  nearly  self-sufncie* 
of  the  great  industrial  nations,  need  rubb< 
for  their  automobile  tires,  tin  for  their  coi 
tainers,  antimony  for  their  telephone  equi] 
ment,  jute  for  their  burlap  bags,  hemp  f( 
their  rope.  Not  one  of  these  can  be  product 
in  the  United  States.  Neither  will  the  Amej 
can  people  be  content  to  go  without  coffee  < 
tea  or  chocolate  or  bananas  or  silk.  To  ci 
ourselves  off  from  all  foreign  importatioi 
would  play  havoc  with  our  economic  process* 
and  our  accustomed  ways  of  living. 

But  the  biting  necessities  of  foreign  trac 
rest  today  not  merely  upon  the  need  of  specif 
imports.  The  dire  need  is  for  foreign  marke 
in  which  to  sell  exports.  Since  the  industri; 
revolution  the  economic  life  of  all  great  ns 
tions  has  come  to  be  geared  upon  the  produ 
tion   of   surplus   goods   which   must   be   sol 
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road  if  the  national  economic  machine  is  to 
Otinue  to  run  at  its  present  speed  and  effi- 
mcy.    Each  country,  because  of  advantageous 

tural  resources,  geographical  conditions, 
euliar  labor  aptitudes,  mass-production  pos- 
fllities,  or  otherwise,  can  produce  certain 
ods  more  cheaply  or  better  than  other  coun- 
ts; these  are  the  industries  and  occupations 
which  capital  and  labor  find  their  most  re- 
irding  return  and  which  have  therefore 
own  far  beyond  the  proportions  necessary  to 
oduce  for  merely  domestic  consumption, 
rip  a  country  of  its  foreign  markets  and  you 
pple  substantially  these  great  domestic  in- 
stries  and  throw  millions  of  laborers  out 
work.  Every  time  the  United  States  loses 
foreign  market  for  its  cotton,  for  its  hog 
)ducts,  for  its  automobiles,  or  for  its  machin- 
r,  men  are  thrown  out  of  work  and  economic 
location  follows  in  our  cotton  fields  of  the 
11th,  on  our  farms  in  the  Middle  West,  in  our 
:omobile  plants  of  the  North,  or  in  our  ma- 
ne factories  throughout  the  country. 
^alue  attaches  to  goods  because  they  can  be 
changed  for  other  goods.  If  foreign  mar- 
s  for  national  surpluses  are  lost,  the  sur- 
ises  become  valueless.  Not  only  are  the 
iues  of  surpluses  lost.  Unhappily  the  in- 
•y  strikes  far  deeper.  Surpluses  unsalable 
;oad  are  dumped  onto  home  markets;  and 
i  consequent  smashing  of  home  prices  works 
alculable  injury  to  the  producers  not  only 
the  surplus  portion  but  of  the  entire  crop 
industry.  The  resulting  dislocations  are 
tion-wide  and  bring  disaster  to  producers 
o  themselves  do  not  sell  abroad.  Extended 
employment,  depressed  wages,  defaulted 
ns,  bankruptcies,  sharply  reduced  purchas- 
[  power,  widespread  suffering  ensues, 
'n  a  word,  national  wealth  under  modern 
Lditions  depends  upon  foreign  trade.  Ex- 
ng  national  standards  of  living  cannot  be 
intained  without  international  trade;  and 
Brnational  trade  cannot  be  maintained  if  ex- 


isting  trade  barriers  are  to  be  continuall 
heightened  and  present  discriminatory  pra( 
tices  are  to  continue  to  spread  their  poiso 
throughout  the  economic  system  of  the  work 

II. 

The  American  trade- agreements  program  : 
an  effort  to  combat  and  defeat  these  destructrv 
tendencies.  The  world  today  is  caught  in 
vicious  circle.  To  protect  themselves  again? 
the  economic  shocks  and  disturbances  of  a  di; 
ordered  world,  nations  have  built  higher  ari 
higher  economic  barriers;  and  yet  it  is  thjjj 
very  barriers  and  resulting  artificial  trade  d 
versions  which  are  the  prime  cause  of  increa  i 
ing  shocks  and  disturbances.  The  remed; 
which  individual  nations  have  frequently  a] 
plied  is  economic  nationalism;  yet  economy 
nationalism  is  a  virulent  poison  which  unde 
mines  the  health  of  the  whole  economic  syster 
Economic  nationalism  at  first  intoxicates,  bi^ 
if  administered  in  increasing  doses  it  killil 
The  highly  complex  economic  organisms  t 
nations  are  today  too  completely  dependei 
upon  international  trade  and  exchange  to  \ 
cut  off  from  such  intercourse  and  survive. 

If  economic  health  and  sanity  are  to  1 
restored  to  the  world  there  is  but  a  sing! 
cure.  Economic  nationalism  must  be  resiste 
Trade  barriers  must  be  reduced;  discrimin, 
tory  practices  must  cease. 

III. 

The  trading  nations  of  the  world  are  tod* 
faced  with  the  choice  between  two  opposii 
commercial  policies — equal  treatment  of  a, 
nations  alike,  or  giving  and  receiving  exclusi: 
trade  preferences. 

The  former  is  the  policy  which  the  Unito 
States  has  consistently  practiced  from  tj 
earliest  days  of  our  Nation.  We  have.mai 
tained  a  single-column  tariff  with  rates  a 
plicable  to  all  nations  alike;  we  have  bouil 
ourselves  under  a  network  of  treaties  to  exteil 


others  the  same  treatment  as  that  accorded 
the  "most-favored-nation."  Equality  of 
fctment  to  all  alike  was  a  policy  enjoined 
pa  us  by  George  Washington  and  has  been 
Ihered  to  with  a  fair  degree  of  consistency 
,  statesmen  of  both  political  parties  ever 
mv.  Until  quite  recent  times  it  has  been 
ie  normal  rule  of  commercial  intercourse 
nong  other  nations  throughout  the  world.     It 

a  policy  which  makes  for  protection,  se- 
n-it y,  and  stability.  It  spells  economic  peace. 
But  of  late  years,  especially  under  the  im- 
ict  of  the  depression,  a  new  policy  has  be- 
>me  increasingly  evident.  Certain  nations, 
l  dire  economic  or  financial  straits,  sought  to 
lust  their  difficulties  by  securing  exclusive 
references  for  their  exports  in  foreign  mar- 
its  in  exchange  for  preferential  treatment  ac- 
>rded  to  foreign  goods  in  their  own  markets, 
hus  grew  up  the  system  of  bargaining  in  spe- 
al  preferences,  as  opposed  to  the  equality-of- 
■eatment  policy.  The  new  regulatory  devices 
ich  as  quota  restrictions,  exchange  controls, 
id  various  types  of  clearing  and  compensation 
rrangements,  provided  the  principal  instru- 
lents  for  putting  into  effect  the  system  of 
reference  and  discrimination.  These  new  de- 
ices,  strangling  international  trade,  intensified 
orld-wTide  economic  dislocations;  and  the 
isulting  dislocations  in  turn  became  the  cause 
f  a  more  intense  bargaining  for  special 
references. 

It  must  be  very  evident,  however,  that  every 
reference  granted  exclusively  to  one  nation 
onstitutes  a  discrimination  against  every 
ther  nation.  And  discrimination  invites  re- 
aliation.  Consequently,  the  policy  of  trading 
a  special  preferences  has  led  inescapably,  and 
lways  will,  to  heightened  trade  barriers,  dis- 
riminations  and  counterdiscriminations,  un- 
easing  efforts  to  undersell  the  goods  of  trade 
ompetitors  through  special  privileges,  monop- 
olization, and  trade  regimentation.  It  leads 
o  insecurity,  uneconomic  and  sudden  shiftings 
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of  trade  channels,  disorganized  trade,  demc 
alization  of  price  structures,  and  increasii 
conflict.  It  is  the  pathway  to  econom 
warfare. 

But  the  matter  of  real  concern  is  not  mere 
the  economic  dislocations  directly  conseque 
upon  such  a  policy.  The  crucial  point  is  th 
those  nations  drawn  or  forced  into  the  ort 
of  great  powers  trading  in  exclusive  preii 
erences  find  it  difficult  if  not  impossible 
grant  equality  of  treatment  to  other  natior 
Clearing  and  compensation  agreements  ma] 
impossible  the:  allotment  of  foreign  exchanj 
to  third  countries  on  a  basis  of  entire  equalil 
or  nonpreference.  Countries  which  grant  di 
criminatory  quotas  in  favor  of  other  natioii 
seeking  such  arrangements  have  no  longer  tl 
power  to  give  to  third  nations  full  equalil 
of  treatment.  In  other  words,  there  is  n< 
room  enough  in  the  world  for  the  continue! 
existence  of  both  of  these  conflicting  polici« 
of  equality  of  treatment  and  trading  in  pre 
erences.  Ultimately  one  or  the  other  mu; 
triumph  and  become  the  dominant  policy  ( 
the  world. 

IV. 

Fortunately,  there  is  persuasive  evidence  c 
a  widespread  realization  that  the  policy  c 
equal  treatment  is  alone  consistent  with  th 
true  national  interests  of  all  nations  in  tlf 
interdependent  world  of  today.  Again  an! 
again  in  the  recent  past,  authoritative  spoke*' 
men  of  those  very  countries  which  have  goii 
farthest  along  the  path  of  regimentation  o 
trade  and  of  its  operation  in  terms  of  wide 
spread  discrimination  have  made  it  clear  tha 
there  is  no  longer  division  of  opinion  as  t 
the  wisest  course.  They  have  not  hesitated  t 
say  that  only  sheer  necessity  keeps  them  fror 
following  that  course.  The  crucial  problen 
confronting  the  world  today  is  to  find  way 
and  means  of  translating  these  vital  realiza 
tions  into  actual  practice. 


The  trade -agreements  program,  which  our 
rontry  has  pursued  with  vigor  and  determi- 

ition  for  nearly  3  years,  is  an  import  an!  fac- 
,r  in  the  situation.  It  involves  the  aegotia- 
jn  of  trade  agreements  based  upon  the 
(ciprocal  and  mutually  advantageous  reduc- 
011  of  trade  barriers  and  upon  the  firm  prin- 
ple  that  neither  party  shall  henceforth 
incriminate  against  the  others  trade. 
Sixteen  such  agreements  have  already  been 
mcluded  with  countries  whose  trade  with  us 
>vers  more  than  one-third  of  our  total  for- 
gn  commerce.  Our  effort  to  extend  the  list 
:  these  trade -reviving  and  trade-normalizing 
rreements  continues  unabated.  The  recent  re- 
jwal  of  the  President's  authority  to  negotiate 
ade  agreements,  approved  by  overwhelming 
ajorities  in  both  houses  of  the  Congress,  fini- 
shes ample  proof  that  the  work  which  is  being 
me  in  this  direction  has  widespread  support 
t  our  Nation. 

The  recent  conference  of  the  21  American 
^publics,  held  last  December  at  Buenos  Aires, 
lanimously  and  emphatically  recommended 
>  the  governments  represented  the  need  for 
relaxation  of  trade  barriers  and  the  abandon- 
ment of  unfair  and  discriminatory  practices 
i  international  commerce.  A  movement  to 
it  these  wise  recommendations  into  appli- 
ition  through  appropriate  negotiations  is 
ready  gathering  momentum. 
The  representatives  of  the  countries  of 
Drthern  Europe  met  last  month  to  examine 
le  means  of  improving  conditions  of  inter- 
ational  trade.  They  are  to  meet  again 
lortly. 

There  are  many  other  significant  indications 
i  the  field  of  international  commercial  rela- 
ons  of  a  growing  trend  toward  activities 
hich  are  liberalizing  and  constructive,  rather 
lan  restrictive  and  destructive. 
The  problem  is  one  of  great  difficulty  and 
ist  complexity.  In  every  country  it  requires 
road  vision  and  constant  vigilance,  lest  meas- 


8 

ures  be  adopted  or  maintained  which  may  seci 
to  offer  an  easy  way  of  solving  immedij 
problems  but  which  inevitably  impair  the 
tainment  of  the  vital  objective  of  restorij 
the  world  to  economic  health  and  there 
building  a  strong  foundation  for  enduri: 
peace. 

Those  of  us  who  are  intimately  and  direct 
concerned  with  the  problem  of  internatior 
commercial  relations  are  not  actuated 
loyalty  to  a  forlorn  hope,  but  rather  by 
reasoned  and  profound  conviction  that  the  & 
Acuities  with  which  the  trade  problem  brist] 
today  can  and  will  be  overcome.  We 
proud  of  the  contribution  which  our  Nation 
making  through  its  determined  policy  towa 
this  overwhelmingly  important  end. 

o 
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PHE  STAKE  OF  THE  SOUTHWEST 
IN  OUR  FOREIGN  TRADE  x 

It  is  a  delight  to  have  the  opportunity  of 
oin  ing  to  this  great  State  and  of  meeting  with 
tiis  distinguished  gathering.  It  is  not  only  in 
rea  that  Texas  is  one  of  the  greatest  States 
f  the  Union.  I,  for  one,  always  rejoice  when- 
ver  the  chance  presents  itself  to  see  again  the 
ride  horizons,  the  rich,  fertile  valleys,  the 
pen-  and  great-hearted  people  of  Texas. 

I  am  also  glad  to  have  this  opportunity  to 
iscuss  with  you  our  trade-agreements  program 
nd  the  part  it  plays  in  the  economic  life  of 
ur  Nation.  Problems  of  foreign  trade,  like 
ther  problems  of  foreign  policy,  are  of  pro- 
ound  importance  to  our  whole  domestic  econ- 
my  and  welfare.  They  transcend  party  lines, 
nd  in  discussing  them  I  want  so  far  as  possi- 
ble to  get  away  from  partisan  or  political  con- 
iderations.     The  program  was  not  adopted  as 

partisan  measure.    It  was  formulated  to  meet 

great  national  emergency  which  threatened 
>eril  if  not  disaster  to  our  farmers  and  to  our 
manufacturers.  I  believe  that  Congress  in 
neeting  that  emergency  3  years  ago  framed 
egislation  which  embodies  the  soundest  and 
aost  expert  method  of  tariff  adjustment  that 
»ur  country  has  ever  known.  I  am  glad  of  the 
nance  to  tell  you  about  it  as  simply  as  I  can. 

.  America  Is  Dependent  on  Foreign  Trade 

No  thinking  person  advocates  a  program  of 
omplete  economic  self-sufficiency  for  the 
Tnited  States.    We  must  trade.     Out  of  the 

1  Address  by  the  Honorable  Francis  B.  Sayre,  As- 
istant  Secretary  of  State,  at  the  Eleventh  Annual 
invention  of  the  East  Texas  Chamber  of  Commerce, 
Ldolphus  Hotel,  Dallas,  Tex.,  Apr.  26,  1937. 
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industrial  revolution  grew  an  age  of  specializa- 
tion. There  were  not  enough  sheep  in  Eng- 
land to  supply  wool  for  English  spinning  jen- 
nies turning  out  cloth  at  prices  lower  than 
ever  dreamed  of  before.  Wool  had  to  be 
brought  from  abroad  to  supply  the  English 
machines,  and  soon  England  was  not  only  im- 
porting wool  but  exporting  woolen  cloth  as 
well.  Localities  possessing  large  coal  or  ore 
deposits  became  centers  for  feverish  industrial 
activity,  dependent  upon  imports  of  necessary 
raw  materials  and  upon  foreign  markets  for  the 
sale  of  their  products.  As  a  result  throughout 
the  world  came  a  specialization  of  national 
economic  efforts  which  today  makes  complete 
national  self-sufficiency  an  anachronism. 

This  specialization  resulted  in  enormously 
increased  productive  efficiency.  New  life,  new; 
business,  and — most  important  of  all — new  and 
higher  standards  of  living  resulted. 

As  a  corollary  of  increased  wealth  for  each 
nation  came  increased  dependence  on  the  prod- 
ucts or  markets  supplied  by  other  nations.  An 
industrialized  nation,  buying  additional  food- 
stuffs and  raw  materials  from  abroad  in  ex- 
change for  its  industrial  exports,  is  capable 
of  supporting  a  far  larger  population  than  if 
it  had  remained  on  an  agricultural  basis.  In 
1800  Europe's  population  totaled  180  million; 
today  it  is  450  million.  Once  the  population 
of  an  industrialized  state  thus  increases  beyond 
the  numbers  which  its  own  natural  resources! 
could  support,  a  cessation  of  its  foreign  trade 
must  mean  catastrophe  for  its  economic  and 
social  life.  It  means  forcing  down  the  nation's 
standard  of  living  to  a  disastrous  level — even 
actual  starvation  by  slow  processes  for  large 
numbers  of  its  people. 

The  position  of  the  United  States  is  essen- 
tially the  same.  We  must  carry  on  foreign 
trade  in  order  to  maintain  our  present  high 
standard  of  living.  Every  blow  at  our  for- 
eign trade  is  a  direct  thrust  at  our  economic 
and  social  life. 


3 

X<>  one  seriously  proposes  that  we  voluntarily 

ftse  to  import  rubber,  tin,  uickel,  asbestos, 
gtimony,  manganese,  or  any  of  the  numerous 
:her  commodities  on  which  our  greal  indus- 
|es  are  literally  dependent.  We  also  need 
pee,  tea,  bananas,  chocolate,  and  many  other 
•opical  products  which  we  cannot  produce. 
Our  need  for  export  markets  is  even  more 
■apelling.  Because  of  America's  high  pro- 
nctive  capacity,  upon  which  our  standard  of 
ling  in  large  part  depends,  this  country  nor- 
ally  produces  more  of  certain  types  of  crops 
id  livestock  products  than  can  profitably  be 
»ld  in  the  domestic  market.  These  surplus 
roducts  from  the  very  first  days  of  the  Nation 
ive  been  marketed  abroad.  For  instance,  we 
•e  normally  dependent  upon  foreign  markets 
►r  the  sale  of  more  than  half  of  our  cotton 
op.  Similarly,  in  1929  we  were  selling 
>road  about  a  fifth  of  our  wheat,  two-fifths 
:  our  leaf  tobacco,  a  third  of  our  lard,  a  third 
!  our  rice,  almost  half  of  our  dried  fruits. 
The  cutting  off  of  foreign  trade  means  star- 
ition  wages  and  growing  unemployment  for 
>me  industries.  It  means  city  dwellers  walk- 
g  the  streets,  hungry,  unable  to  find  work. 

means  farmers  worrying  how  to  pay  their 
lis  and  prevent  mortgage  foreclosures,  un- 
>le  to  buy  the  manufactured  goods  they  need 
Ld  want.  Economic  dislocation  and  disaster 
1  along  the  line ! 
Here  in  Texas  I  need  not  tell  you  what  loss 

foreign  cotton  markets  means.  Cotton  is 
:  value  to  the  South  only  if  it  can  be  ex- 
anged  for  other  goods.  Destroy  our  foreign 
tton  markets  and  over  half  of  our  cotton  crop 
ight  as  well  be  plowed  under.  But  it  is  not 
Jy  the  loss  of  the  value  of  our  export  sur- 
uses  which  matters.  What  works  disaster  is 
e  glutting  of  home  markets  with  surpluses 
lich  cannot  be  sold  abroad.  Thus  our  do- 
3stic  cotton  prices  are  forced  clown  to  unbear- 
le  levels,  and  the  whole  South  is  economi- 
lly  prostrated.     That  means  idle  cotton  pick- 


ers,  land  foreclosures,  stagnant  business,  fall 
ing  prices,  bank  failures,  and  slumped  purchas 
ing  power;  economic  dislocation  spread 
to  every  part  of  the  country  which  sells  good 
in  the  South.  The  very  backbone  of  the  pros 
perity  of  the  South  is  built  upon  foreign  mar^ 
kets  for  our  cotton;  and  foreign  market 
depend  upon  foreign  trade  free  from  excessive 
trade  barriers. 

II.  The   Problem    Confronting  America  ii 
1933 

The  problem  of  foreign  trade  which  we  f  acec 
in  1933  was  one  growing  out  of  the  economic 
aftermath  of  the  war.  Averted  for  a  decade 
by  huge  foreign  loans,  economic  chaos  burs 
upon  us  in  1929.  Nations  entered  into  feverisl 
competition  with  each  other  to  sell  to  foreign 
ers  a  maximum  and  to  buy  from  foreigners  i 
minimum  of  goods.  To  protect  against  hug<< 
excesses  of  imports  over  exports  and  the  conse 
quent  outflow  of  gold,  nations  sought  to  civ 
down  their  imports  by  launching  intensivi 
drives  toward  national  "autarchy",  or  economic 
self-sufficiency.  This  movement  was  still  fur! 
ther  intensified  by  military  considerations 
New  governmental  measures  were  devised  arbi 
trarily  to  restrict  imports.  Through  the  mean 
of  "quota"  restrictions  the  importation  of  good; 
was  cut  to  absolute,  fixed  amounts ;  and  by  as 
signing  arbitrary  quotas  to  different  nation 
this  new  economic  weapon  came  to  be  used  t« 
favor  some  and  discriminate  against  rivals 
Other  weapons  were  forged  for  the  same  ends-' 
exchange-control  restrictions,  governmen 
trade  monopolies,  import-licensing  require 
ments.  Through  these  new  economic  weapon: 
nations  found  a  way  to  sell  their  own  market! 
to  the  highest  bidders  and  to  strike  with  deadb 
effect  against  the  very  vitals  of  their  trade  ri 
vals.  Preferences  and  discriminations  becam< 
the  order  of  the  day.  Nation  became  pittec 
against  nation  in  the  thrust  and  parry  of  bittei 


•ado  rivalry.  The  trade  highways  of  the 
orld  became  blocked  with  impassable  barriers. 
raflic  became  choked.  International  trade 
OJ  to  a  third  of  its  1929  value. 
The  United  States  con  Id  not  escape  the  effects 
I  this  world-wide  shrinkage  of  international 
■ade.  From  1929  to  1933  the  value  of  Ameri- 
in  exports  declined  by  68  percent,  or  from 
5,157,000,000  to  only  $1,647,000,000.  During 
lat  period  the  value  of  our  exports  of  raw 
>tton — upon  which  the  economic  structure  of 
te  entire  South  is  dependent — fell  by  almost 
ilf.  Texas  suffered  cruelly.  In  1929  Texas 
as  exporting  goods  to  the  value  of  some  658 
illion  dollars,  with  cotton  accounting  for  427 
illion  dollars  and  petroleum  126  million  dol- 
rs  of  this  total.  In  1932  this  total  fell  to 
10  million  dollars — less  than  half. 
Shipments  of  meat  products  decreased  in 
ilue  by  67  percent,  and  those  of  wheat  and 
rar  by  90  percent.  The  economic  prostration 
■  the  farmer  had  a  direct  and  devastating 
Feet  upon  the  livelihood  of  merchants,  bank- 
s,  those  in  the  service  trades,  professional 
en,  and  others  in  our  small  agricultural  towns. 
sports  of  manufactured  goods,  other  than 
odstuffs,  declined  by  $2,400,000,000,  or  more 
an  70  percent.  Suffering  throughout  tbe 
untry  became  intense.  It  was  evident  that 
mething  had  to  be  done. 

III.  The  Trade-Agreements  Program 

It  was  in  the  light  of  this  experience  that 
mgress  was  called  upon  to  restore  our  vanish- 
g  foreign  trade.  It  was  manifest  that  our 
mestic  prosperity  was  being  crippled  by  the 
3S  of  foreign  markets ;  that  the  only  way  to 
?ain  foreign  markets  was  to  increase  trade 
reducing  impassable  trade  barriers;  and 
at  the  only  really  practicable  way  to  reduce 
cessive  trade  barriers  was  on  a  give-and-take 
sis — that  is  to  say,  agreements  to  reduce  our 
ti  trade  barriers  if  other  nations  would  re- 
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duce  theirs.  Accordingly  on  June  12,  1934 
Congress  passed  the  Trade  Agreements  Act 
which  "for  the  purpose  of  expanding  foreigi 
markets  for  the  products  of  the  United  States1 
authorized  the  President  to  enter  into  trad1 
agreements  with  foreign  governments  for  tfo 
reciprocal  reduction  of  trade  barriers. 

Here  was  a  program  that  seemed  to  have 
promise  of  substantial  results ;  and  to  make  i 
really  practicable  Congress  authorized  thij 
President  to  conclude  these  trade  agreement 
without  the  necessity  of  subsequent  congres 
sional  ratification.  For  Congress  realized  tin 
importance  of  the  time  element.  The  cum 
brous  and  lengthy  procedure  of  treaty  making 
is  not  adapted  to  the  rapidly  shifting  needs  o* 
trade  agreements  or  tariff  adjustments;  trad 
would  be  lost  and  commercial  opportunitiei 
sacrificed  did  the  Senate  have  to  consider  tin] 
many  details  of  each  trade  agreement.  Othe: 
nations — either  through  the  vesting  of  author 
ity  in  the  executive  or  by  virtue  of  the  parlia 
mentary  system  which  insures  the  executive  o^ 
legislative  support — possess  the  authority  til 
act  promptly.  Because  our  Senate  is  in  ses; 
sion  for  only  part  of  the  year  and  because  o" 
the  excessive  demands  during  recent  years  upoi 
its  time  when  in  session,  it  would  be  a  practica 
impossibility,  were  Senate  ratification  required 
to  offer  the  prompt  action  which  alone  couk 
interest  foreign  nations  if  profitable  trad 
agreements  are  to  be  concluded. 

Congress,  therefore,  in  the  Trade  Agree 
ments  Act  of  1934  authorized  the  President  fo 
a  period  of  3  years  to  conclude  trade  agree* 
ments  with  foreign  countries  without  the  neces 
sity  of  congressional  ratification ;  and  in  orde 
to  give  effect  to  such  agreements  it  furthe 
authorized  the  President  to  make  reduction 
in  our  tariff  rates  not  to  exceed  50  percent  ii 
return  for  corresponding  reductions  in  foreigi 
trade  barriers  for  the  benefit  of  American  ex 
ports.  In  the  act  passed  last  February  thi: 
power  was  renewed  for  another  3-year  period 


.  Achievements  Under  the  Trade-Agree- 
ments Program 

Under  the  program  thus  adopted  what  have 
311  the  actual  and  concrete  results?  The 
ocess  of  reducing  trade  barriers  by  negotia- 
u  with  individual  countries  is  from  its  very 
ture  a  gradual  one,  and  its  effects  are  not 
be  measured  by  quick  and  superficial  statis- 
s.  Nevertheless,  such  evidence  as  we  have 
licates  an  unmistakable  and  continuing  gain 
American  foreign  trade,  in  no  small  degree 
rib ut able  to  the  trade-agreements  program. 
Sixteen  trade  agreements  have  now  been 
•ned,  14  of  which  are  in  effect.  Our  foreign 
ide  with  these  16  countries  constituted,  ac- 
ting to  1934  figures,  approximately  38  per- 
lt  of  our  total  foreign  trade.  Other  trade 
reements  are  in  process  of  negotiation, 
rhe  influence  of  trade  agreements  upon  our 
ports  has  been  decidedly  gratifying.  Dur- 
l  1935  our  foreign  sales  exceeded  those  of 
34  by  150  millions  of  dollars  and  during  1936 
ij  increased  by  a  further  170  millions.  The 
portant  influence  of  trade  agreements  upon 
ise  increases  is  shown  by  the  fact  that  ex- 
rts  to  countries  with  which  trade  agreements 
ve  been  negotiated  increased  15  percent  in 
36  as  compared  with  1935,  whereas  our  ex- 
rts  to  all  other  countries  increased  by  only 
Dercent. 

[n  judging  the  value  of  the  trade-agreements 
ogram  to  American  domestic  producers  it  is 
portant  to  remember  that  its  benefits  are  not 
afined  to  Americans  producing  for  export 
irkets.  All  those  who  produce  for  export 
trkets  must,  as  foreign  trade  increases,  in 
m  buy  additional  domestic  raw  materials 
d  semimanufactured  goods,  and  those  from 
10m  they  buy  in  turn  gain  increased  pur- 
asing  power  and  buy  from  others.  In  other 
>rds,  increased  foreign  trade  directly  expands 
mestic  markets  and  helps  to  speed  the  wheels 
American  industry. 
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To  put  the  same  thought  in  other  language 
value  attaches  to  goods  only  if  they  can  b 
exchanged  for  other  goods.  Over  half  of  ou 
cotton  is  valueless  if  it  cannot  be  sold  abroac 
Every  increase  in  foreign  cotton  markets  mean 
increased  employment  in  our  cotton  fields  o 
the  South,  increased  purchasing  power,  in 
creased  demand  for  shoes,  for  clothes,  for  meat 
for  machinery,  for  goods  from  every  State  o 
the  Union.  And  these  increased  domestic  mar 
kets,  mark  you,  are  not  offset  by  a  correspond 
ing  increase  in  foreign  imports  accompanying 
increased  exports;  a  large  part  of  every  in 
crease  of  imports  is  in  noncompetitive  goods 

If  exports  and  imports  increase  it  is  not  tru< 
that  imports  displace  a  corresponding  amoun 
of  domestic  production;  increased  imports  an 
purchased  with  the  increased  income  derivec 
from  exports — not  with  income  previously 
spent  on  domestic  purchases. 

One  other  thing  I  should  like  to  make  clear 
The  benefits  of  the  trade-agreements  prograrr 
cannot  be  measured  solely  by  the  particular 
concessions  gained  for  American  exports 
abroad.  For  instance,  our  cotton  has  for  sc1 
long  commanded  a  dominating  position  in  for- 
eign markets  that  in  most  countries  it  is  ad- 
mitted free.  We  can  secure  from  foreign  coun-; 
tries  the  promise  not  to  place  tariff  duties  or 
quota  restrictions  in  the  future  on  American 
cotton,  and  this  in  many  cases  we  have  already 
done.  But  the  real  gain  of  the  program  tc 
cotton  growers  does  not  lie  in  these  provisions. 
The  real  gain  lies  in  the  increased  foreign 
purchasing  power  created  by  increased  foreign 
trade.  Decreased  foreign  purchases  of  Ameri- 
can cotton  are  due  for  the  most  part  not  to 
trade  barriers  against  cotton  as  such  but  to  in- 
sufficient purchasing  power  due  to  shrunken 
trade.  By  helping  to  increase  foreign  trade 
and  thus  to  increase  available  foreign  exchange 
and  relax  the  necessity  of  foreign  exchange- 
control     requirements,    the    trade-agreements 


gram  is  proving  of  real  and  substantial 
elit  to  the  cotton  growers  of  the  South. 
Tie  justification  for  our  trade-agreements 
gram  rests  on  grounds  far  broader  than 
rent  trade  statistics.  It  is  a  program  di- 
:ed  toward  the  achievement  of  permanent 
.  far-reaching  results.     It  seeks  to  encourage 

lowering  of  trade  barriers  by  other  coun- 
s  throughout  the  world.     The  task  of  level- 

the  unjustifiable  barriers  to  our  trade  is 
no  means  complete,  b*:t  already  there  is  rea- 

to  believe  that  further  gains  can  be  made 
the  period  which  lies  immediately  ahead. 
Ler  nations,  too,  have  learned  that  full  and 
)le  domestic  recovery  can  only  be  attained 
ei  substantial  restoration  of  world  trade. 

Are  Increasing,  Imports  an  Unhealthy 

Sign? 

ince  1932  imports  have  been  increasing  as 
1  as  exports.  Critics  of  the  trade-agree- 
its  program  have  made  much  of  these  in- 
ised  imports;  they  have  claimed  that  the 
[•easing  amounts  of  agricultural  imports  are 
,cking  our  farmers,  and  also  that  imports 
increasing  faster  than  exports  and  that  the 
ited  States  is  thus  losing  its  so-called  "fa- 
able"  balance  of  trade.  What  are  the  facts  ? 
t  is  true  that  within  the  last  few  years  ag- 
iltural  imports  show  large  increases.  But 
lally,  when  we  look  closely  at  these  imports 
find  that  most  of  the  increases  in  our  im- 
ts  of  agricultural  products  have  been  either 
loncompetitive  commodities  like  coffee,  rub- 
,  silk,  or  the  like,  or  in  products  of  which 
re  have  been  domestic  shortages  due  to 
ughts.  Well  over  half  of  our  normal  agri- 
tural  imports  are  not  directly  competitive 
i  merely  reflect  an  increased  demand  due  in 
t  to  revived  exports  with  the  consequent 
d  of  additional  raw  materials  and  in  part  to 
rked  domestic  improvement  of  American 
iness  conditions.  Of  the  remaining  half, 
outstanding   causes   for   recent   increased 


10 

agricultural  imports  were  unprecedente 
droughts.  We  needed  imports  of  feedstuffs  1 
save  ourselves  and  our  farmers  from  famii 
prices  and  from  disaster,  and  these  goods  ai 
coming  in,  not  through  gaps  in  our  tariff  wa 
made  by  trade  agreements,  but  over  our  tari 
wall. 

What  is  of  real  importance  to  the  farmer  \ 
not  the  amount  of  agricultural  imports  whicl 
as  a  matter  of  fact,  normally  increase  whenevc 
domestic  prices  are  high  enough  to  attra( 
them,  but  the  size  of  farm  income ;  that  is,  tb 
actual  amount  of  cash  going  into  farmers'  ban 
accounts.  In  1932  the  total  national  cash  iif 
come  of  our  farmers  was  $4,328,000,000.  I, 
1935  it  was  $6,507,000,000 ;  in  1936  it  increase] 
to  $7,578,000,000— exclusive  in  both  years  a 
benefit  payments.     That  tells  the  true  story. 

Increased  agricultural  imports  are  a  sign  o; 
increased  activity  in  those  industries  needin 
raw  material  from  abroad  and  also  of  high© 
domestic  farm  prices. 

In  the  second  place,  it  is  said  that  import 
are  increasing  faster  than  exports  and  tha: 
America  is  therefore  losing  its  so-called  "fa 
vorable"  balance  of  trade.  Again,  what  are  till 
facts  ? 

During  the  past  2  years,  imports  into  th! 
United  States  have  shown  a  tendency  to  in 
crease  faster  than  exports,  resulting  in  a  sub 
stantial  decline  in  our  usual  export  balance 
Our  exports  during  1936,  which  totaled  $2,453, 
487,000,  were  $170,613,000  larger  than  in  1935* 
our  imports,  amounting  to  $2,419,229,000,  wer'i 
$371,744,000  larger  than  in  1935.  Exports  ex' 
ceecled  imports  by  $34,258,000  in  1936.  Thi; 
excess  was  less  than  for  many  years  before 
What  is  the  significance  of  this  decline? 

A  sharp  distinction  must  be  drawn  betweei 
creditor  and  debtor  countries.  A  country  ow 
ing  large  sums  to  foreign  creditors  and  unabk 
to  pay  in  gold  or  to  obtain  further  loans  car 
make  payment  only  through  the  sale  of  goods 
or  services  to  a  value  in  excess  of  that  of  tM 
goods  and  services  currently  received  from  for 
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iers.  A  country  which  lms  larger  sums 
k  (o  it  from  abroad  than  it  owes  to  for- 
iors  is  in  a  far  different  position.  To  receive 
ment  it  must  be  willing  to  take  an  excess  of 
Is  and  services  over  the  goods  and  services 
ills  to  foreigners  or  else  it  must  reinvest 
>ad  the  earnings  on  its  investments,  which 
Bly  means  a  postponement  of  the  time  of 
ment. 

rior  to  the  World  War  the  United  States 
a  debtor  country.  It  was  compelled  to 
b  its  payments  on  foreign  loans  and  invest- 
ts  in  the  United  States  largely  by  means 
:s  exports  of  agricultural  staples.  During 
war  we  were  able  to  repay  many  of  these 
s,  and  we  began  to  lend  to  foreigners.  As 
suit,  we  found  ourselves  definitely  a  credi- 
nation  at  the  end  of  the  war.  By  1929 
jricans  were  receiving  almost  a  billion  dol- 
a  year  in  interest  and  dividends  on  their 
ign  investments. 

t  view  of  our  creditor  position,  it  should 
efore  not  be  a  cause  for  alarm,  but  on  the 
rary  should  be  regarded  as  only  natural 
logical  if  our  merchandise  imports  are 
ight  into  closer  adjustment  with  our  mer- 
ldise  exports  than  they  were  previously, 
bis,  however,  is  a  little  beyond  the  scope 
ur  present  discussion.  So  far  as  concerns 
recent  decline  in  our  so-called  "favorable" 
e  balance,  it  is  altogether  clear  that  this 
been  due  to  factors  not  connected  with 
e  agreements.  The  relation  between  the 
e  of  merchandise  imports  and  of  merchan- 
exports  from  year  to  year  is  a  shifting  one, 
ect  to  the  influence  of  many  and  varied 
ors.  Recurrent  drought  conditions  have 
irsely  affected  our  export  position  with  re- 
I  to  a  number  of  important  agricultural 
modities  and  at  the  same  time  have  made 
ssary  the  importation  of  foodstuffs  and 
I  to  supplement  domestic  supplies.  Im- 
I  of  raw  materials  for  industry,  of  tropical 
Istuffs,  and  of  some  manufactured  goods 
I  been  stimulated  by  the  accelerated  pace 


12 

of  domestic  recovery  with  its  resulting  i. 
provement  in  American  prices  and  purchasig 
power. 

From  the  viewpoint  of  the  United  Stat;, 
as  a  creditor  nation,  what  really  matters  J 
that  we  maintain  such  a  healthy  balance  1. 
tween  our  total  international  receipts  and  (- 
penditures  as  will  make  possible  payments  I 
us  for  an  increasing  volume  of  exports  aj 
for  the  loans  and  investments  we  have  mae 
abroad. 

The  significance  of  a  large,  rather  than] 
small,  volume  of  international  transactions  s 
not  merely  that  it  makes  the  adjustment  t 
payments  easier,  important  though  that  5 
Its  chief  significance  is  that  it  means  grea  1 
production,  greater  consumption,  and  hen 
greater  prosperity  and  higher  standards  of  1  ■ 
ing.  In  other  words,  it  means  that  the  coi 
try  is  enjoying  a  greater  abundance  of  tc 
fruits  of  the  international  division  of  lab*' 
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VI.  Trade  Agreements  as  an  Aid  to  'Pe^e 

May  I  close  by  stressing  one  final  aspect  1 
the  trade-agreements  program.  No  nations 
so  abundantly  endowed  with  natural  resoun- 
and  technical  skill  that  it  can  be  economical 
sufficient  unto  itself  and  remain  prosperov 
Trade  constitutes  the  very  life  blood  of  natio:; 

If  orderly  processes  of  trade  break  down'; 
a  means  for  securing  the  ready  exchange  )| 
goods  and  the  distribution  of  the  necessary  rji 
materials  of  the  world,  conquest  and  the  mai: 
to  imperialism  become  well-nigh  irresistib 
Economic  nationalism  and  its  corollary,  i: 
perialistic  expansion,  alike  lead  to  perpeti 
conflict. 

America  must,  therefore,  reach  out  towa: 
liberal  trade  policies,  such  as  the  trade-agn 
ments  program,  not  only  because  increas: 
trade  means  increased  profits  but  because  it; 
the  only  sure  foundation  upon  which  to  bui: 
for  world  peace. 

o 
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LIBERAL  TRADE  POLICIES 
THE  BASIS  FOR  PEACE1 

No  peace  machinery,  however  perfectly  de- 
vised, can  operate  with  success  among  nations 
which  are  economically  at  war.  Hostile  com- 
mercial policies  make  retaliation  inevitable  and 
thus  sow  the  seed  of  resentment  and  ill  will. 
The  economic  isolation  which  they  engender 
inevitably  creates  unemployment,  falling  liv- 
ing standards,  and  widespread  economic  un- 
rest. Economic  poverty  and  distress  are  fer- 
tile breeding  grounds  for  national  policies  of 
aggression.  If  we  would  have  peace  we  must 
cultivate  the  soil  for  it  through  the  pursuit  of 
economic  policies  which  make  for  friendliness 
and  higher  standards  of  living. 

It  is  from  this  aspect  that  I  wish  this  morn- 
ing to  discuss  America's  commercial  policy. 
No  problem  confronts  us  today  more  vital 
than  this.  We  have  taken  steps  in  recent  years 
to  safeguard  our  neutrality  so  far  as  possible 
if  the  holocaust  of  another  world  war  should 
come.  But  no  legislation  can  save  us  from  the 
effects  of  war  abroad;  no  possible  legislation 
can  guarantee  that  we  will  not  be  involved  as 
participants  if  another  great  war  should  sweep 
across  the  world.  The  only  sure  way  to  safe- 
guard ourselves  against  another  war  is  to  pre- 
vent its  outbreak.  We  must  adopt  policies 
which  make  for  economic  peace.  We  must 
help  to  shape  the  economic  forces  of  the  world 
in  the  only  mold  which  can  produce  peace — 
genuine  liberalism  in  the  regulation  of  trade 
movements  and  equal  and  nondiscriminatory 
commercial  treatment. 


1  Address  by  the  Honorable  Francis  B.  Sayre,  As- 
sistant Secretary  of  State,  at  the  annual  meeting  of 
the  Bankers  Association  for  Foreign  Trade,   French 
Lick  Springs,  Ind.,  May  14,  1937. 
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Under  modern  conditions  trade  constitutes 
the  very  lifeblood  of  nations.  The  English 
people  need  food;  unless  they  can  import  it 
in  substantial  quantities  they  will  starve.  The 
Italians  need  coal  and  oil  and  iron;  without 
these  they  cannot  carry  on  a  modern  economic 
existence.  The  Germans  need  raw  materials, 
such  as  cotton;  cut  off  from  these  they  cannot 
be  kept  at  work.  The  people  of  the  United 
States,  prpbably  the  most  nearly  self-sufficient 
of  the  great  industrial  nations,  need  rubber  for 
their  automobile  tires,  tin  for  their  containers, 
antimony  for  their  telephone  equipment,  jute 
for  their  burlap  bags,  hemp  for  their  rope. 
Not  one  of  these  can  be  produced  in  the  United 
States.  Neither  will  the  American  people  be 
content  to  go  without  coffee  or  tea  or  chocolate 
or  bananas  or  silk.  To  cut  ourselves  off  from 
all  foreign  importations  would  play  havoc 
with  our  economic  processes  and  our  accus- 
tomed ways  of  living. 

But  the  biting  necessities  of  foreign  trade 
rest  today  not  merely  upon  the  need  of  specific 
imports.  The  dire  need  is  for  foreign  markets 
in  which  to  sell  exports.  Since  the  industrial 
revolution  the  economic  life  of  all  great  na- 
tions has  come  to  be  geared  upon  the  produc- 
tion of  surplus  goods  which  must  be  sold 
abroad  if  the  national  economic  machine  is  to 
continue  to  run  at  its  present  speed  and  effi- 
ciency. Each  country,  because  of  advanta- 
geous natural  resources,  geographical  condi- 
tions, peculiar  labor  aptitudes,  mass-produc- 
tion possibilities,  or  otherwise,  can  produce  cer- 
tain goods  more  cheaply  or  better  than  other 
countries ;  these  are  the  industries  and  occupa- 
tions in  which  capital  and  labor  find  their 
most  rewarding  return  and  which  have  there- 
fore grown  far  beyond  the  proportions  neces- 
sary to  produce  for  merely  domestic  consump- 
tion. Strip  a  country  of  its  foreign  markets 
and  you  cripple  substantially  these  great  do- 
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mestic  industries  and  throw  millions  of  la- 
borers out  of  work.  Every  time  the  United 
States  loses  a  foreign  market  for  its  cotton,  for 
its  hog  products,  for  its  automobiles,  or  for  its 
machinery,  men  are  thrown  out  of  work  and 
economic  dislocation  follows  in  our  cotton 
fields  of  the  South,  on  our  farms  in  the  Middle 
West,  in  our  automobile  plants  of  the  North, 
or  in  our  machine  factories  throughout  the 
country. 

Value  attaches  to  goods  because  they  can  be 
exchanged  for  other  goods.  If  foreign  markets 
for  national  surpluses  are  lost,  the  surpluses 
become  valueless.  Not  only  are  the  values  of 
surpluses  lost.  Unhappily  the  injury  strikes 
far  deeper.  Surpluses  unsalable  abroad  are 
dumped  onto  home  markets,  and  the  conse- 
quent smashing  of  home  prices  works  incalcu- 
lable injury  to  the  producers  not  only  of  the 
surplus  portion  but  of  the  entire  crop  or  in- 
dustry. The  resulting  dislocations  are  Nation- 
wide and  bring  disaster  to  producers  who 
themselves  do  not  sell  abroad.  Extended  un- 
employment, depressed  wages,  defaulted  loans, 
bankruptcies,  sharply  reduced  purchasing 
power,  widespread  suffering  ensue. 

In  a  word,  national  wealth  under  modern 
conditions  depends  upon  foreign  trade.  Exist- 
ing national  standards  of  living  cannot  be 
maintained  without  international  trade;  and 
international  trade  cannot  be  maintained  if 
existing  trade  barriers  are  to  be  continually 
heightened  and  present  discriminatory  prac- 
tices are  to  continue  to  spread  their  poison 
throughout  the  economic  system  of  the  world. 

II 

The  American  trade-agreements  program  is 
an  effort  to  combat  and  defeat  these  destruc- 
tive tendencies.  The  world  today  is  caught  ir» 
a  vicious  circle.  To  protect  themeolves  against 
the  economic  shocks  and  disturbances  of  a  dis- 
ordered world,  nations  have  built  higher  and 


higher  economic  barriers;  and  yet  it  is  these) 
very  barriers  and  resulting  artificial  trade  di- 
versions which  are  the  prime  cause  of  increas- 
ing shocks  and  disturbances.  The  remedy 
which  individual  nations  have  frequently  ap- 
plied is  economic  nationalism;  yet  economic 
nationalism  is  a  virulent  poison  which  under- 
mines the  health  of  the  whole  economic  system. 
Economic  nationalism  at  first  intoxicates,  but 
if  administered  in  increasing  doses  it  kills. 
The  highly  complex  economic  organisms  of 
nations  are  today  too  completely  dependent 
upon  international  trade  and  exchange  to  be 
cut  off  from  such  intercourse  and  survive. 

If  economic  health  and  sanity  are  to  be 
restored  to  the  world  there  is  but  a  single  cure. 
Economic  nationalism  must  be  resisted.  Trade 
barriers  must  be  reduced ;  discriminatory  prac- 
tices must  cease. 

Ill 

The  trading  nations  of  the  world  are  today 
faced  with  the  choice  between  two  opposing 
commercial  policies— equal  treatment  of  all  na- 
tions alike,  or  giving  and  receiving  exclusive 
trade  preferences. 

The  former  is  the  policy  which  the  United 
States  has  consistently  practiced  from  the 
earliest  days  of  our  Nation.  We  have  main- 
tained a  single-column  tariff  with  rates  appli- 
cable to  all  nations  alike ;  we  have  bound  our- 
selves under  a  network  of  treaties  to  extend  to 
others  the  same  treatment  as  that  accorded  to 
the  amost-favored-nation."  Equality  of  treat- 
ment to  all  alike  was  a  policy  enjoined  upon 
ns  by  George  Washington  and  has  been  ad- 
hered to  with  a  fair  degree  of  consistency  by 
statesmen  of  both  political  parties  ever  since. 
Until  quite  recent  times  it  has  been  the  normal 
rule  of  commercial  *  iiitercourse  among  other 
nations  throughout  the  world.  It  is  a  policy 
which  makes  fur  protection,  security,  and 
stability.    It  spells  economic  peace. 


But  of  late  years,  especially  under  the  im- 
pact of  the  depression,  a  now  policy  lias  be- 
come increasingly  evident.  Certain  nations,  in 
dire  economic  or  financial  straits,  sought  to 
adjust  their  difficulties  by  securing  exclusive 
preferences  for  their  exports  in  foreign  mar- 
kets in  exchange  for  preferential  treatment 
accorded  to  foreign  goods  in  their  own  mar- 
kets. Thus  grew  up  the  system  of  bargaining 
in  special  preferences,  as  opposed  to  the  equal- 
iiy-of -treatment  policy.  The  new  regulatory 
devices,  such  as  quota  restrictions,  exchange 
controls,  and  various  types  of  clearing  and 
compensation  arrangements,  provided  the 
principal  instruments  for  putting  into  effect 
the  system  of  preference  and  discrimination. 
These  new  devices,  strangling  international 
trade,  intensified  world-wide  economic  disloca- 
tions; and  the  resulting  dislocations  in  turn 
became  the  cause  of  a  more  intense  bargaining 
for  special  preferences. 

It  must  be  very  evident,  however,  that  every 
preference  granted  exclusively  to  one  nation 
constitutes  a  discrimination  against  every 
other  nation.  And  discrimination  invites  re- 
taliation. Consequently,  the  policy  of  trading 
in  special  preferences  has  led  inescapably,  and 
always  will,  to  heightened  trade  barriers,  dis- 
criminations and  counterdiscriminations,  un- 
ceasing efforts  to  undersell  the  goods  of  trade 
competitors  through  special  privileges,  monop- 
olization, and  trade  regimentation.  It  leads 
to  insecurity,  uneconomic  and  sudden  shiftings 
of  trade  channels,  disorganized  trade,  demor- 
alization of  price  structures,  and  increasing 
conflict.  It  is  the  pathway  to  economic  war- 
fare. 

But  the  matter  of  real  concern  is  not  merely 
the  economic  dislocations  directly  consequent 
upon  such  a  policy.  The  crucial  point  is  that 
those  nations  drawn  or  forced  into  the  orbit 
of  great  powers  trading  in  exclusive  prefer- 
ences find  it  difficult  if  not  impossible  to  grant 
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equality  of  treatment  to  other  nations.  Clear- 
ing and  compensation  agreements  make  impos- 
sible the  allotment  of  foreign  exchange  to 
third  countries  on  a  basis  of  entire  equality  or 
nonpreference.  Countries  which  grant  dis- 
criminatory quotas  in  favor  of  other  nations 
seeking  such  arrangements  have  no  longer  the 
power  to  give  to  third  nations  full  equality  of 
treatment,  In  other  words,  there  is  not  room 
enough  in  the  world  for  the  continued  exist- 
ence of  both  of  these  conflicting  policies  of 
equality  of  treatment  and  trading  in  prefer- 
ences. Ultimately  one  or  the  other  must 
triumph  and  become  the  dominant  policy  of 
the  world. 

IV 

Fortunately,  there  is  persuasive  evidence  of 
a   widespread   realization  that  the  policy  of 
equal  treatment  is  alone  consistent  with  the 
true  national  interests  of  all  nations  in  the 
interdependent  world  of  today.     Again  and 
again  in  the  recent  past,  authoritative  spokes-  \ 
men  of  those  very  countries  which  have  gone 
farthest  along  the  path  of  regimentation  of  ' 
trade  and  of  its  operation  in  terms  of  wide- 
spread discrimination  have  made  it  clear  that 
there  is  no  longer  division  of  opinion  as  to  the 
wisest  course.    They  have  not  hesitated  to  say 
that  only  sheer  necessity  keeps  them  from  fol-  ' 
lowing  that  course.    The  crucial  problem  con-  ! 
fronting  the  world  today  is  to  find  ways  and   , 
means  of  translating  these  vital  realizations 
into  actual  practice. 

The  trade-agreements  program,  which  our 
country  has  pursued  with  vigor  and  deter- 
mination for  nearly  3  years,  is  an  important 
factor  in  the  situation.  It  involves  the  nego- 
tiation of  trade  agreements  based  upon  the 
reciprocal  and  mutually  advantageous  reduc- 
tion of  trade  barriers  and  upon  the  firm  prin- 
ciple that  neither  party  shall  henceforth  dis- 
criminate against  the  other's  trade. 


Sixteen  such  agreements  have  already  been 
concluded  with  countries  whose  trade  with 
us    rovers    more    than    one-third    of    our    total 

foreign  commerce.  Our  effort  to  extend  the 
■si  of  these  trade-reviving  and  trade-normal- 
ping  agreements  continues  unabated.  The  re- 
cent renewal  of  the  President's  authority  to 
jegotiate  trade  agreements,  approved  by  over- 
whelming majorities  in  both  houses  of  Con- 
oi-ess.  furnishes  ample  proof  that  the  work 
which  is  being  done  in  this  direction  has  wide- 
spread support  in  our  Nation. 


V 


A.  frequent  criticism  which  has  been  leveled 
at  the  trade-agreements  program  has  been  the 
charge  that  as  a  result  of  the  program  imports 
are  increasing  faster  than  exports  and  that 
America  is  therefore  losing  its  so-called  "fa- 
vorable" balance  of  trade.    What  are  the  facts  ? 

During  the  past  2  years,  imports  into  the 
United  States  have  shown  a  tendency  to  in- 
crease faster  than  exports,  resulting  in  a  sub- 
stantial decline  in  our  usual  export  balance. 
Our  exports  during  1936,  which  totaled  $2,453,- 
487,000,  were  $170,613,000  larger  than  in  1935 ; 
our  imports,  amounting  to  $2,419,229,000,  were 
$371,744,000  larger  than  in  1935.  Exports  ex- 
ceeded imports  by  $34,258,000  in  1936.  This 
excess  was  less  than  for  many  years  before. 
What  is  the  significance  of  this  decline? 

A  sharp  distinction  must  be  drawn  between 
creditor  and  debtor  countries.  A  country  ow- 
ing large  sums  to  foreign  creditors  and  unable 
to  pay  in  gold  or  to  obtain  further  loans  can 
make  payment  only  through  the  sale  of  goods 
or  services  to  a  value  in  excess  of  that  of  the 
goods  and  services  currently  received  from 
foreigners.  A  country  which  has  larger  sums 
owing  to  it  from  abroad  than  it  owes  to  for- 
eigners  is  in  a  far  different  position.  To  re- 
ceive payment  it  must  be  willing  to  take  an 


excess  of  goods  and  services  over  the  goods  and 
services  it  sells  to  foreigners  or  else  it  must 
reinvest  abroad  the  earnings  on  its  investments, 
which  merely  means  a  postponement  of  the 
time  of  payment. 

Prior  to  the  World  War  the  Lnited  States 
was  a  debtor  country.  It  was  compelled  to 
meet  its  payments  on  foreign  loans  and  invest- 
ments in  the  United  States  largely  by  means  of 
its  exports  of  agricultural  staples.  During  the 
war  we  were  able  to  repay  many  of  these  loans, 
and  we  began  to  lend  to  foreigners.  As  a  re- 
sult, we  found  ourselves  definitely  a  creditor 
nation  at  the  end  of  the  war.  By  1929,  Ameri- 
cans were  receiving  almost  a  billion  dollars  a 
year  in  interest  and  dividends  on  their  foreign 
investments. 

In  view  of  our  creditor  position,  it  should 
therefore  not  be  a  cause  for  alarm,  but  on  the 
contrary  should  be  regarded  as  only  natural 
and  logical,  if  our  merchandise  imports  are 
brought  into  closer  adjustment  with  our  mer- 
chandise exports  than  they  were  previously. 

This,  however,  is  a  little  beyond  the  scope 
of  our  present  discussion.  So  far  as  concerns 
the  recent  decline  in  our  so-called  "favorable" 
trade  balance,  it  is  altogether  clear  that  this 
has  been  due  to  factors  not  connected  with 
trade  agreements.  The  relation  between  the 
value  of  merchandise  imports  and  of  mer- 
chandise exports  from  year  to  year  is  a  shift- 
ing one,  subject  to  the  influence  of  many  and 
varied  factors.  Recurrent  drought  conditions 
have  adversely  affected  our  export  position 
with  respect  to  a  number  of  important  agri- 
cultural commodities  and  at  the  same  time  have 
made  necessary  the  importation  of  foodstuffs 
and  feeds  to  supplement  domestic  supplies. 
Imports  of  raw  materials  for  industry,  of 
tropical  foodstuffs,  and  of  some  manufactured 
goods  have  been  stimulated  by  the  accelerated 
pace  of  domestic  recovery  with  its  resulting 
improvement  in  American  prices  and  purchas- 
ing power. 
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From  the  viewpoint  of  the  United  States, 
I  a  creditor  nation,  whal  really  matters  is 
hat  Ave  maintain  such  a  healthy  balance  be- 
woen  our  total  international  receipts  and  ex- 
fcditures  as  will  make  possible  payments  to 
is  for  an  increasing  volume  of  exports  and  for 
lie  loans  and  investments  we  have  made 
ibroad. 

The  significance  of  a  large,  rather  than  a 
anall,  volume  of  international  transactions  is 
aot  merely  that  it  makes  the  adjustment  of 
payments  easier,  important  though  that  is.  Its 
chief  significance  is  that  it  means  greater  pro- 
duction, greater  consumption,  and  hence 
greater  prosperity  and  higher  standards  of 
living.  In  other  words,  it  means  that  the 
country  is  enjoying  a  greater  abundance  of  the 
fruits  of  the  international  division  of  labor. 
There  are  many  significant  indications  in 
the  field  of  international  commercial  relations 
of  a  growing  trend  toward  activities  which  are 
liberalizing  and  constructive,  rather  than  re- 
strictive and  destructive. 

The  problem  is  one  of  great  difficulty  and 
vast  complexity.  In  every  country  it  requires 
broad  vision  and  constant  vigilance,  lest 
measures  be  adopted  or  maintained  which  may 
seem  to  offer  an  easy  way  of  solving  immediate 
problems  but  which  inevitably  impair  the  at- 
tainment of  the  vital  objective  of  restoring  the 
world  to  economic  health  and  thereby  building 
a  strong  foundation  for  enduring  peace. 

Those  of  us  who  are  intimately  and  directly 
concerned  with  the  problem  of  international 
commercial  relations  are  not  actuated  by  loy- 
alty to  a  forlorn  hope,  but  rather  by  a  reasoned 
and  profound  conviction  that  the  difficulties 
with  which  the  trade  problem  bristles  today 
can  and  will  be  overcome.  We  are  proud  of  the 
contribution  which  our  Nation  is  making 
through  its  determined  policy  toward  this 
overwhelmingly  important  end. 


in  i 
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THE 
WINNING  OF  PEACE1 

The  Secretary  of  State,  Mr.  Cordell  Hull, 
.ias  wished  me  to  convey  to  you  his  sincere 
'egrets  that  he  cannot  be  present  in  this  dis- 
tinguished gathering  today.  He  has  asked  me 
to  appear  in  his  stead  and  to  speak  to  you 
ibout  some  of  the  things  which  are  close  to 
lis  heart. 

I 

In  our  childhood  fairy  tales  no  stories  were 
nore  alluring  than  those  of  conquering  the 
iragon  which  roamed  the  countryside  devour- 
ng  the  land's  fairest  and  its  best.  Today  our 
pouth  stand  ready  to  carry  forward  the  torch 
)f  our  civilization — if,  and  only  if,  they  can 
escape  the  ravaging  dragon  of  war,  wiiose  hot 
ind  sulphurous  breath  we  feel  at  times  close 
upon  us  menacing  all  that  w^e  cherish. 

In  the  fairy  tales  the  dragon  was  always 
killed.  But  the  tragedy  of  true  life  is  that  the 
iragon  is  not  always  killed.  In  the  cold 
workaday  world,  often  the  dragons  prove 
victorious.  If  we  are  to  win  our  fight  against 
the  modern  dragon  of  war,  we  must  develop 
champions  and  leaders  not  only  brave  but  wise — 
brave  enough  to  stand  out  against  the  sinister 
pressures  of  powerful  groups  seeking  their  own 
selfish  ends,  and  wise  enough  to  understand 
how  to  meet  the  altogether  changed  conditions 
of  modern  existence. 

Let  us  beware  in  such  a  struggle  of  developing 
a  false  sense  of  security  in  the  mere  enactment 


1  Address  by  the  Honorable  Francis  B.  Sayre, 
Assistant  Secretary  of  State,  at  the  World  Trade 
Luncheon  in  observance  of  National  Foreign  Trade 
Week,  at  the  Hotel  Astor,  New  York  City,  May  19, 
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of  legislation.  Carefully  framed  neutrality; 
laws  have  their  place,  but  they  cannot  possibly 
save  us  from  the  consequences  of  a  major  war.; 
Since  the  industrial  revolution  the  whole  trend 
of  our  development  has  been  a  growing  inter- 
dependence of  nation  upon  nation  in  commerce, 
in  finance,  in  thought  and  belief.  The  work- 
men of  one  nation  are  dependent  for  their  very 
subsistence  upon  markets  on  the  other  side  of 
the  world;  the  sudden  depreciation  of  one 
nation's  currency  may  start  in  motion  a  succes- 
sion of  financial  shocks  and  disturbances  which' 
will  circle  the  globe;  the  turn  of  the  political 
tide  in  one  country  between  contending  factions, 
.  due  to  a  purely  internal  domestic  crisis,  may 
cause  the  downfall  of  governments  or  the  out- 
break of  flames  in  another  hemisphere.  The 
actual  world  of  commerce,  of  finance,  of 
thought,  in  which  we  live  today,  knows  no 
frontiers.  Boundaries  mark  political  adminis- 
trative units,  but  under  modern  conditions  they 
no  longer  represent  real  demarcations  in  human 
life. 

It  follows  as  the  night  the  day  that  no  nation 
through  isolation  can  avoid  the  consequences  < 
of  a  major  war.     Ostriches  can  stick  their  heads 
in  the  sand,  but  in  the  world  of  realities  this 
offers  no  means  of  escape.     A  nation  may  yield 
to  the  delightful  fancy  bred  of  outlived  condi- 
tions that  it  can  live  sufficient  unto  itself,  but^' 
the  fancy  is  in  direct  conflict  with  the  cold, 
realities    of   modern    life.     The    best    way    to 
generate  war  is  for  nations  to  close  their  eyes 
to  modern  realities,  indulge  in  wishful  thinking, 
and  try  to  live  hermit  existences  .X. 

Isolation  is  impractical  because  no  political 
machinery  can  force  time  backward  or  reverse 
the  ways  of  human  life.  No  possible  legisla- 
tion can  prevent  the  world-wide  sequence  of 
cause  and  effect,  action  and  reaction,  in  the  life 
of  commerce,  of  finance,  of  ideas  and  beliefs; 
and  these,  after  all,  are  the  worlds  in  which  we 
live. 


II 


Today  there  is  one  and  only  one  way  to 
escape  the  consequences  of  war.  Thai  is  to 
prevent  its  outbreak. 

How? 

Not  by  force  of  arms.  Not  by  competitive 
armament  building,  which  must  eventually  lead 
to  bankruptcy. 

Again,  not  by  emotional  pacifism.  Peace 
will  never  be  gained  through  mere  emotion. 
Lasting  peace  is  won  not  by  mere  wishful 
thinking  but  by  toilfully  building  the  kind  of 
foundations  upon  which  it  must  rest.  The  mere 
substitution  of  good  will  for  racial  hatreds  or 
national  prejudices  is  not  enough.  Kacial 
hatred  under  modern  conditions  is  seldom  the 
root  cause  of  war.  No  nation  desires  war 
merely  for  the  sake  of  doing  injury  to  others. 

Nations  embark  upon  war  not  because  of 
desire  but  because  of  what  they  conceive  to  be 
compelling  necessities.  Such  conceptions  may 
arise  out  of  falsely  reasoned  national  interests 
and  failure  to  adopt  a  cooperative  attitude 
toward  others  or  they  may  represent  an  exag- 
gerated reaction  to  the  noncooperative  policies 
of  other  nations.  If  we  would  escape  war  we 
must  find  a  way  of  changing  these  noncoopera- 
tive attitudes  and  policies  which  lead  to  war- 
breeding  situations.  How  can  this  be  done? 
What  are  some  of  the  policies  which  breed  war? 

One  of  the  major  root  causes  of  war  today  is 
the  blocking  of  foreign  trade. 

Some  nations  depend  for  their  very  existence 
upon  various  foodstuffs  or  raw  materials  which 
they  themselves  do  not  possess.  England 
needs  food  from  abroad;  without  it  her  people 
would  starve.  Italy  needs  foreign  coal  and  oil 
and  iron;  cut  off  from  these  she  could  not 
carry  on  a  modern  existence.  Germany  needs 
both  food  and  raw  materials  from  abroad; 
without  these  she  could  not  maintain  an  ade- 
quate standard  of  living.  If  ordinary  processes 
of  trade  break  down,  nations  under  such  neces- 


sities  may  resort  to  conquest  in  order  to  gain 
assured  access  to  needed  foods  or  raw  material. 

We  know  that  conquest  is  in  fact  no  solution, 
but  only  the  way  of  despair.  A  major  war 
forces  down  the  standard  of  living  in  every 
participating  nation  through  increased  debt 
payments,  through  loss  of  foreign  markets, 
through  loss  of  the  nation's  manhood  in  the 
very  prime  of  life.  "War  is  not  a  practicable 
means  for  attaining  economic  goals. 

But  this  is  beside  the  point.  If  peoples  whose 
subsistence  or  whose  standard  of  living  m 
dependent  upon  imports  from  abroad  are 
denied  the  power  to  get  those  imports  because 
of  the  break-down  of  trade,  we  are  face  to  face  j 
with  a  war-breeding  situation.  Commercial 
policies  which  result  in  blocking  access  to 
foodstuffs  or  raw  materials  set  the  stage  for 
war. 

Other  nations,   more  fortunate  in  the  rich 
diversity  of  their  natural  resources,  may  not  be 
so   dramatically   dependent  upon  specific  im-  ,| 
ports;  yet  they  may  need  general  imports  no 
less  vitally  in  order  to  keep  down  living  costs  :{| 
and  maintain  their  standard  of  living.     As  a  ,! 
result  of  the  developments  of  the  past  hundred  i 
years  national  production  has  become  highly 
specialized.     Each    country,    because    of    its 
natural  resources,   its   climatic   conditions,   or 
the  aptitudes  of  its  workers,  has  been  able  to  i 
excel   in    the   low-cost   production    of   certain  i 
kinds  of  goods.     Some  have  thus  become  pre-  ; 
dominantly  agricultural,  others  predominantly  ij 
industrial.    International  exchange  of  products 
has  resulted  in  enormously  reduced  costs  of 
goods  and  in  heightened  standards  of  living,  i 
Excessive  barriers   to  international   trade  de- 
signed to  exclude  foreign  products  have  been 
erected  by  countries  attempting  to  encourage 
domestic   production — regardless   of   costs — of 
goods  which  they  are  economically  unfitted  to 
produce.     The    resulting    obstruction    to    the 
normal  flow  of  international  trade  has  caused 
diminished  national  incomes,  depressed  stand- 


of  living,  increased  unemployment,  social 
mt  financial  instability,  and  menaced  cur- 
ios. These  arc  the  very  factors  which  gen- 
I  war-breeding  situations.  When  national 
dards  of  living  are  forced  down  to  unbear- 
lovols  or  when  a  country  is  reduced  to  such 
icial  straits  that  it  cannot  balance  its  budget, 
anal  leaders  may  feel  compelled  to  choose 
■en  pending  revolution  and  foreign  war 
btures. 

tie  need  of  export  markets  is  no  less  vital 
.  the  need  of  imports.  This  is,  indeed,  only 
)ther  side  of  the  shield.  Even  a  country  as 
id  in  its  natural  resources  as  our  own  is 
ly  dependent  upon  export  markets.  We 
b  normally  sell  abroad  about  three-fifths  of 
cotton  crop,  a  fifth  of  our  wheat,  two-fifths 
it  leaf  tobacco,  a  third  of  our  lard,  a  third 
ar  rice,  almost  half  of  our  dried  fruits,  as 

as  enormous  quantities  of  automobiles, 
iultural  and  other  machinery,  typewriters, 
>s,  and  the  like.  Every  reduction  of  for- 
markets  constitutes  a  direct  blow  against 
economic  and  social  life, 
itional  economies  are  geared  to  support 
ons  of  workers  in  occupations  which  have 
}  to  be  vitally  dependent  upon  foreign 
Lets.  Strip  those  industries  of  their  foreign 
Lets  and  you  drive  millions  of  people  out 
ae  only  forms  of  employment  by  which 
y  of  them  can  live  and  seriously  affect  the 
perity  of  millions  of  others  through  the 
lilment  of  domestic  markets. 
>wered  standards  of  living,  as  a  result  of 
loss  of  our  export  markets,  would  cause 
lse  suffering  and  acute  social  disorders  in 
United  States;  in  Europe,  where  most 
ms  lack  the  rich  diversity  of  resources 
h  we  enjoy,  thoroughgoing  economic  isola- 

would  entail  in  many  countries  actual 
ration.  Men  will  fight  before  they  starve. 
I  may  also  fight  rather  than  see  accustomed 
iards  of  living  forced  down  to  unbearable 
s. 
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Heightened    trade    barriers    generate 
breeding  situations. 

But  it  is  not  only  the  blocking  of  inte: 
tional  trade  which  creates  dangerous  tensi 
Commercial  policies  built  on  discriminat 
lead  even  more  directly  to  the  same  result. , 

Nations  in  their  commercial  intercourse  i 
follow  either  one  of  two  alternative  polic 
They  may  follow  either  a  policy  of  equalit; 
treatment  or  one  of  discrimination.  Under 
former,  concessions  given  to  one  nation 
extended  to  all  other  nations  which  give  sin 
treatment  in  return.  It  is  the  policy  embot 
in  a  comprehensive  network  of  treaties  whei 
nations  promise  to  give  to  each  other  the  si 
treatment  as  that  accorded  to  "the  m 
favored-nation." 

Following  the  economic  crash  of  1929  and, 
introduction  of  new  economic  devices,  sucl 
quota  restrictions,  exchange  controls, 
government  monopolies,  nations  entered  i 
a  more  and  more  intense  struggle,  each  to 
crease  its  exports  and  to  lessen  its  imports 
entire  disregard  of  the  fact  that  one  nati< 
imports  constitute  another  nation's  expc 
From  these  noncooperative  and  isolatio; 
policies  grew  intense  and  bitter  trade  rivali 
and  the  new  economic  devices  seemed  to  ; 
nish  an  easy  means  of  escape  from  the  bine 
provisions  of  existing  most-favored-nation  t\ 
ties,  written  with  tariff  duties  only  in  mine 

In  the  desperate  effort  of  each  to  increas^ 
exports,  nations  entered  into  innumerable  ag 
ments  for  the  granting  to  each  other  of  ex 
sive  trade  preferences,  again  in  entire  disreg 
of  the  fact  that  every  exclusive  prefere 
granted  to  one  nation  constitutes  a  discrimi 
tion  against  every  other  nation.  A  policy 
trading  in  exclusive  preferences  can  lead  q 
to  increasing  commercial  instability  and  < 
nomic  chaos,  for  discrimination  inescapa 
leads  to  retaliation,  hostility,  counterdiscri 
nations,  and  mounting  trade  barriers, 
policy  of  discrimination  is  the  sure  pathwaj 


lomie  conflict  and  dangerous  tensions;  it 

t lie  stage  for  war. 

Br  in  the  past,  it  is  true,  has  frequently 
i  caused  not  by  economic  necessities  but  by 
wer  politics."  Unhappily  the  day  of  "power 
tics"  has  not  completely  passed.  But 
Rational  conditions  are  changing  fast. 
I  have  increased  in  cost  prodigiously  since 
>oleon's  day.  So  interdependent,  in  fact, 
?  nations  become  since  the  industrial  revo- 
I  that  a  Napoleonic  victory  today  would 

only  wreck  the  world  commercially  and 
acially  but  would  bring  down  in  ruin  the 
Drious  country  upon  the  conqueror's  head. 
re  can  be  no  economic  victor  in  a  modern 
Id  war.  Even  narrowly  restricted  wars  of 
mest  lead  to  unforeseen  and  often  startling 
rcussions   in   other   countries   which   react 

boomerangs;  because  of  their  economic 
equences  they  are  proving  of  more  and 
p  questionable  value  to  their  authors. 


Ill 


'hat,  then,  is  the  practical  way  to  fight  the 
ired-headed  dragon  of  war?  Surely  not  by 
*t  to  force  or  by  purely  emotional  pacifism, 
by  appraising  truly  the  facts  of  modern 
ence  and  promoting  policies  which  make 
tability  and  economic  peace.  If  it  be  true 
commercial  policies  which  block  access  to 
ed  foodstuffs  and  raw  materials  make  for 
breeding  situations,  if  it  be  true  that  poli- 
of  economic  nationalism  and  excessive 
p  barriers  destroy  needed  markets  and 
make  for  war-breeding  situations,  if  it  be 
that  commercial  policies  based  on  prefer- 
3  and  discriminations  rather  than  on 
lity  of  treatment  make  for  war-breeding 
,tions,  surely  the  answer  is  clear.  The  way 
lild  for  peace  is  by  ourselves  adopting  and 
lg  others  to  adopt  cooperative  commercial 
ies  which  are  liberal  and  constructive. 
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Our  own  trade-agreements  program  is  prov  1 
practicable  and  successful,  not  merely  becaj 
it  is  resulting  in  increased  material  profits j 
all  parties,  but  because  it  is  proving  an  effect! 
influence  throughout  the  world  toward  the  j 
duction  of  trade  barriers  and  the  elimination 
trade  discriminations. 

What  is  needed  now  in  our  own  country! 
well  as  in  every  other  is  the  growing  realizati 
that,  if  the  world  is  to  be  saved  from  war,  gl 
ernments  must  resolutely  resist  policies  of  cc 
mercial  isolation  pressed  upon  them  by  seljj 
pressure  groups  intent  only  upon  their  ol 
gain,  and  must  instead  adopt  constructive  i\ 
cooperative  commercial  policies  such  as  A 
make  for  peace.  That  means  policies  direct 
toward  the  lowering  of  excessive  and  destrj 
tive  trade  barriers  which  block  access  to  nee<< 
raw  materials  and  to  equally  needed  forei 
markets;  it  means  policies  resolutely  oppoi 
to  the  granting  of  special  privileges  and  pi! 
erences.  It  means  a  determined  stand  by  e:] 
nation  against  economic  nationalism. 

Such  programs  require  courage  and  h. 
leadership.  They  may  not  be  popular.  T) 
will  arouse  the  antagonism  of  countless  sell] 
groups.  They  will  be  denounced.  But  tlj 
constitute  the  pathway  to  peace. 

IV 

I  am  happy  today  to  have  the  pleasure,! 
speaking  at  the  same  table  with  the  able  rej; 
sentatives  of  two  great  nations — the  Amban 
dors  of  Great  Britain  and  of  the  Argent : 
Our  three  nations,  each  a  leader  on  its  co:i 
nent,  are  eager  to  go  forward,  shoulder: 
shoulder,  high-visioned,  alert,  daring,  in  i 
great  cause  of  peace.  May  not  all  of  us  red<i 
cate  ourselves  to  that  high  task? 
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ASSISTANCE  RENDERED  TO  AMERICAN  COM- 
MERCIAL INTERESTS  BY  THE  DEPARTMENT 
OF  STATE  AND  ITS  FOREIGN  SERVICE 

Statement  by  the  Secretary  of  State 
Diplomatic  Assistance  to  American  Commercial  Interests 

The  Department  of  State  has  17  embassies,  37  legations,  and  3 
combined  offices  at  capital  cities  throughout  the  world.  These  offices 
constitute  the  diplomatic  representation  of  the  Government  abroad. 
On  the  consular  side  there  are  64  consulates  general,  188  consulates, 
6  vice  consulates,  and  29  consular  agencies.  The  total  number  of 
posts,  diplomatic  and  consular,  is  344  and  the  total  personnel  num- 
bers 3,655. 

The  diplomatic  missions,  consisting  of  embassies  and  legations, 
have  the  responsibility  of  following  carefully  developments  in  each 
country  for  the  purpose  of  reporting  upon,  advancing,  and  pro- 
tecting the  interests  of  the  United  States  in  trade  or  investments. 
To  accomplish  this  end  a  careful  study  is  made  of  the  foreign  trade 
of  each  country  and  its  treaty  policy.  The  effects  of  the  foreign 
trade  policy  of  each  country  on  the  interests  of  the  United  States 
are  carefully  analyzed  and  interpreted.  Along  similar  lines  a  care- 
ful study  is  maintained  of  the  debates  in  Parliament  or  in  the  Na- 
tional Congress  in  order  that  possible  trends  in  legislation  affecting 
American  interests  may  be  analyzed  and  reported  upon.  Copies  of 
trade  treaties,  quota  agreements,  compensation  and  clearing  agree- 
ments made  with  other  countries  by  the  government  of  the  country 
in  which  the  diplomatic  mission  is  stationed  are  obtained  and  the 
effects  of  such  agreements  upon  our  foreign  trade  are  analyzed  and 
discussed  in  prompt  reports  to  the  Department  of  State.  In  appro- 
priate cases  protests  are  made  upon  the  instructions  of  the  Depart- 
ment where,  after  careful  study,  it  is  determined  that  a  given  agree- 
ment operates  to  create  discrimination  against  the  products  of  the 
United  States  or  affects  unfavorably  our  financial  interests. 

The  diplomatic  missions  have  standing  instructions  to  extend  to 
responsible  representatives  of  legitimate  American  interests,  without 
discrimination  between  competing  American  interests,  such  assist- 
ance as  may  be  consistent  with  their  other  duties  and  their  diplo- 
matic character.    Such  assistance  normally  includes  aid  in  the  estab- 
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lishment  of  contacts,  the  giving  of  information,  and  the  making  of 
judicious  suggestions  to  the  American  representatives  concerned. 

To  illustrate  practically  the  character  of  the  assistance  rendered  by 
the  embassies  and  legations  to  the  commercial  interests  of  the  United 
States,  the  following  examples  have  been  selected  from  reports  sub- 
mitted during  the  year  1936.  These  examples  chosen  at  random  from 
reports  received  in  the  Department  from  all  parts  of  the  world  illus- 
trate the  diversity  and  importance  of  the  problems  presented  to  the 
diplomatic  officers  of  the  Department  in  foreign  countries  for  solu- 
tion. In  most  instances  it  is  difficult,  if  not  impossible,  to  evaluate 
in  dollars  and  cents  the  extent  to  which  the  American  interests 
involved  have  been  relieved  by  the  action  taken  in  a  given  case. 

In  the  Argentine  Republic  the  Embassy  was  occupied  during  the 
year  in  endeavoring  to  obtain  additional  official  exchange  for  Ameri- 
can exporters.  As  a  result  of  its  efforts  it  is  estimated  that  an  in- 
crease in  the  sale  of  American  products  in  Argentina  to  the  extent  of 
$5,000,000  was  obtained.  In  another  case,  at  the  request  of  an  im- 
portant American  manufacturing  organization,  the  Embassy  inter- 
vened with  the  Argentine  Government  and  obtained  the  issuance  of 
;i  decree  fixing  the  customs  classification  of  accounting  machines  at 
the  former  rate  of  duty,  thereby  making  it  possible  for  this  American 
commodity  to  be  sold  in  the  Argentine  market. 

In  Austria  the  Legation  at  Vienna  made  representations  to  the 
Austrian  Government  against  the  practice  of  local  manufacturers 
offering  hardware  dealers  special  discounts  only  on  the  condition  that 
they  did  not  purchase  foreign  files.  At  the  instance  of  an  American 
company  manufacturing  files  the  Legation  was  successful  in  causing 
the  abandonment  of  this  practice,  and  the  market  for  American  files 
remained  open  on  an  equal  footing  with  similar  articles  manufactured 
by  Austrian  companies. 

As  a  result  of  the  activity  of  the  Embassy  in  Brussels  in  protesting 
to  the  Belgian  Government,  an  increase  of  25  percent  in  the  quota 
for  American  tires  was  obtained  over  the  amount  originally  fixed  by 
the  Belgian  Government.  This  Embassy  was  also  able  to  persuade 
the  Belgian  Government  not  to  introduce  legislation  requiring  the 
dubbing  of  American  films  in  Belgium,  thereby  saving  important 
amounts  to  the  film  industry  in  the  United  States.  In  another  case 
it  was  discovered  that  no  quota  had  been  granted  for  wool  bathing 
suits  under  the  Belgian  tariff,  and  at  the  request  of  a  Wisconsin  com- 
pany representations  were  made  by  the  Embassy  at  Brussels  to  the 
Belgian  Government  and  an  annual  quota  of  500  kilograms  obtained 
for  bathing  suits  of  American  origin. 

The  Legation  at  Ottawa  urged  that  the  processing  tax  levied  in 
the  United  States  be  disregarded  in  estimating  the  market  value  for 


special  duty  by  the  Canadian  revenue  authorities.  The  Legation 
was  successful  in  obtaining  this  result,  thereby  saving  t<>  an  American 
exporter  of  rice  the  sum  of  $10,000.  This  Legation  also  obtained  a 
tariff  reclassification  of  sheet-metal  articles  at  a  Lower  rate  in  the 
Canadian  customs  tariff,  thereby  saving  to  an  Ohio  company  $5,000. 

During  the  past  3  years  the  American  Embassy  at  Peiping,  China, 
has  been  actively  engaged  in  representations  to  the  Chinese  Govern- 
ment in  the  protection  of  American  commercial  interests  and  through 
its  activity  has  been  successful  in  obtaining  concrete  results  in  settle- 
ment of  claims,  agreements  for  settlement,  recovery  of  property,  and 
various  other  matters  affecting  American  interests  in  trade  with  or 
business  in  China — involving  an  aggregate  of  amounts  totaling  over 
$13,000,000. 

In  Colombia  the  Legation  at  Bogota  was  actively  concerned  with 
the  question  of  obtaining  additional  exchange  for  American  export- 
ers to  that  country  and  was  successful  in  arranging  with  the  Foreign 
Office  for  transfers  of  blocked  balances,  thereby  saving  American 
exporting  interests  $750,000. 

In  Cuba  the  Embassy  at  Habana  approached  the  Cuban  Govern- 
ment to  obtain  the  elimination  of  a  proposed  fee  of  $10  a  reel  im- 
posed for  the  censorship  of  motion-picture  films  by  the  Cuban  Gov- 
ernment Censor  in  New  York  City  and  was  successful  in  removing 
this  fee,  thereby  saving  the  motion-picture  interests  in  the  United 
States  the  sum  of  $70,000  a  year. 

In  Czechoslovakia  the  Legation  at  Praha  was  actively  concerned 
in  obtaining  increased  quotas  for  American  goods,  automobiles, 
apples,  raisins,  walnuts,  sausage  casings,  chemicals,  accounting 
machines,  and  clothes-pressing  machines.  As  a  result  of  these  nego- 
tiations carried  on  during  the  year  with  the  Foreign  Office  increased 
quotas  were  obtained  for  these  articles,  exchange  permits  granted, 
and  in  the  case  of  motion-picture  films  the  Czechoslovak  market  was 
reopened  to  American  productions.  The  total  value  of  the  assistance 
rendered  these  various  American  interests  is  estimated  at  $900,000. 

In  Egypt  the  Government  had  imposed  a  ban  on  the  exhibition  of 
the  motion-picture  film  "Mutiny  on  the  Bounty."  The  Legation,  by 
protesting  to  the  Egyptian  Government,  was  successful  in  removing 
the  ban  on  this  film  which  subsequently  enjoyed  one  of  the  longest 
runs  of  any  American  production  in  Egypt. 

Due  to  conditions  in  the  United  States  it  was  not  possible  for 
American  shippers  of  lard  and  bacon  to  fulfill  the  quota  allotted 
to  this  country  by  the  British  Government  in  hams  and  bacon.  The 
Embassy  at  London  was  successful  in  persuading  the  British  Gov- 
ernment not  to  reduce  the  American  quota  permanently  due  to  the 
failure  of  our  exporters  to  complete  the  shipments  allocated. 


In  Greece  the  Legation  was  actively  engaged  in  obtaining  aug- 
mented quotas  for  American  goods  during  the  year  and  its  efforts 
in  this  regard  were  successful  especially  in  connection  with  steel 
sheets  and  lumber.  The  total  value  of  the  increased  items  is  esti- 
mated at  $230,000. 

In  Hungary  a  Chicago  typewriter  company  had  a  claim  of 
$1,207.50  which  had  been  pending  for  many  years.  All  previous 
attempts  to  obtain  relief  had  been  without  result.  The  Legation 
discussed  this  problem  with  the  Foreign  Office  and  with  the  National 
Bank  of  Hungary.  A  pengo  deposit  was  arranged  and  subsequently 
through  the  intervention  of  the  Legation  an  exchange  transfer  was 
accomplished.  This  Legation  was  also  instrumental  in  arranging  an 
appointment  with  the  Hungarian  Government  for  a  representative 
of  a  manufacturer  of  American  adding  machines,  and  this  represent- 
ative was  assisted  in  obtaining  import  permits  valued  at  $19,500, 
transfers  of  funds  being  guaranteed  by  the  Hungarian  National 
Bank  over  a  period  of  2  years. 

In  Bucharest  the  Legation  intervened  with  the  Rumanian  Govern- 
ment to  obtain  clearance  of  American  goods  in  the  customs  and  in 
transit  to  the  value  of  $100,000  so  that  this  merchandise  was  placed 
in  the  hands  of  importers  in  that  country. 

In  Sweden  the  Legation  participated  in  efforts  to  increase  the  sale 
of  American  radios  by  combating  the  efforts  of  the  Radio  Patent 
Pool  in  Sweden  to  bar  American  sets  and  was  successful  in  keeping 
the  market  open  for  American  radios  and  parts,  thereby  preserving 
a  business  estimated  at  $339,000  during  the  year  1935. 

Along  similar  lines  the  Legation  at  Bern,  Switzerland,  obtained 
increased  quotas  for  American  axes  and  hatchets  in  Switzerland  and 
was  successful  in  arranging  for  the  temporary  entry  without  the  pay- 
ment of  customs  duties  for  tractors  imported  for  demonstration 
purposes  in  agriculture. 

Consular  Assistance  to  American  Commercial  Interests 

The  consular  establishment  of  the  Department  of  State  consists 
of  64  consulates  general,  188  consulates,  6  vice  consulates,  and  29 
consular  agencies  situated  in  the  most  important  commercial  cities 
of  the  world.  The  Consular  Service  has  been  the  pioneer  organi- 
zation of  the  Government  in  its  contact  with  foreign  commerce 
since  the  earliest  days  of  the  Republic.  President  Washington  in 
1790  appointed  6  American  consuls  and  10  vice  consuls  under  gen- 
eral constitutional  authority.  The  activities  of  these  officers  were 
not  definitely  established  until  the  passage  by  Congress  of  the  act 
of  April  14,  1792.  The  provisions  of  this  act  formally  established 
the  Consular  Service  and  defined  the  duties  of  consular  officers  as 


Relating  bo  the  protection  of  the  interests  bi  American  citiaena  or 

"such  as  arise   from  the  nature  of  the  Office  under  the  general  com 
mercial  law  of  natioms." 

CONSULAR    FUNCTIONS    IN    TRADE 

By  statutory  enactments  and  by  the  provisions  of  Executive  or- 
ders consular  officers  are  required  to  protect  and  promote  the  na- 
tional economic  interests  of  the  United  States  by  endeavoring  to 
create,  each  in  his  own  district,  a  situation  favorable  to  the  impor- 
tation and  sale  of  American  goods;  to  submit  frequent  reports  on 
commercial  and  economic  subjects  both  voluntary  and  in  reply 
to  particular  instructions  from  the  Secretary  of  State;  to  reply  to 
the  private  inquiries  of  American  citizens  relating  to  commercial 
and  industrial  matters;  and  to  lend  aid  and  advice  to  American 
citizens  having  or  contemplating  business  in  their  several  districts. 

Generally  speaking,  the  functions  of  these  officers  may  be  differ- 
entiated by  classifying  those  that  pertain  to  trade  extension  and 
those  that  refer  to  trade  protection.  In  the  realm  of  trade  exten- 
sion the  activities  of  the  Consular  Service  are  embraced  largely  under 
the  following  topical  subdivisions : 

1.  Commercial  and  economic  reports 

2.  Trade  letters 

3.  Trade  opportunities. 

4.  World  Trade  Directory  reports 

5.  Trade  lists 

6.  Invitations  to  foreign  businessmen 

7.  Aid   and   advice   to   traveling   representatives   of   American 

concerns. 

The  reporting  work  of  the  Consular  Service  is  designed  to  pro- 
vide specific  information  in  response  to  inquiries  received  from 
interested  American  organizations  and  to  indicate  generally  the 
conditions  obtaining  in  foreign  regions  with  especial  reference  to 
economic  trends  having  an  influence  upon  the  importation  of  for- 
eign merchandise  and  particularly  of  imports  originating  in  the 
United  States.  Consular  officers  have  the  obligation  of  submitting 
in  voluntary  reports  such  information  as  may  be  pertinent  regard- 
ing the  customary  or  unusual  development  of  economic  affairs  hav- 
ing an  influence  either  direct  or  remote  upon  the  export  trade  of  the 
United  States  or  on  American  vested  interests.  An  important  part 
of  the  work  of  these  officials  is  the  submission  of  reports  based  upon 
Careful  investigation  indicative  of  opportunities  for  American  prod- 
ucts in  the  consular  district.  Such  contributions  indicate  the  major 
development  and  language,  the  trade  advantages  and  peculiarities 
of  the  region,  the  special  demands  of  consumers  as  to  the  kind  and 


quality,  the  marking  of  the  merchandise,  the  usual  methods  of  in- 
troduction, status  of  distributors,  local  agents  and  laws  touching 
agencies,  advertising  methods  and  costs,  and  the  influence  and 
strength  of  foreign  competition. 

The  subjects  treated  generally  in  consular  commercial  and  eco- 
nomic reports  embrace  a  wide  range  of  topics.  The  principal  topics 
may  briefly  be  enumerated  under  the  subheadings  foreign  trade, 
finance,  crop  reports,  mineral,  fuel  and  forestry  developments,  mar- 
kets for  American  goods,  import  tariffs,  customs  regulations,  credit 
and  sales  conditions,  packing,  sources  of  raw  material,  indus- 
trial development  abroad  as  having  an  influence  upon  the  intro- 
duction of  American  goods,  transportation  and  communications  espe- 
cially with  relation  to  the  effects  of  transportation  programs  upon 
the  markets  for  automotive  products,  labor  conditions,  and  legisla- 
tive changes  affecting  trade  and  industry. 

In  the  development  of  American  export  trade  valuable  service 
has  been  rendered  by  the  Consular  Service  in  submitting  data  in 
response  to  the  specific  inquiries  of  American  exporters  desirous  of 
expanding  their  export  trade  in  specific  regions.  These  commercial 
surveys,  known  generally  as  trade  letters,  are  designed  to  present  as 
effective  and  comprehensive  a  picture  of  the  opportunities  existing  for 
American  merchandise  as  may  be  possible.  They  are  prepared  after 
a  careful  field  investigation  and  embrace  data  concerning  the  demand 
for  the  commodity  in  question,  the  economic  conditions  affecting  the 
demand,  the  origin  of  the  merchandise  of  like  character  found  in  the 
local  market,  local  preferences,  the  types  and  varieties  and  prices  of 
such  merchandise  on  sale,  the  usual  sales  methods,  credit  terms,  ship- 
ping facilities,  the  import  duties  with  specific  reference  to  the  pro- 
visions of  the  local  customs  tariff  covering  the  importation  of  the 
commodity  in  question,  suggested  names  of  local  firms  believed  to  be 
suitable  as  contacts  for  the  American  firm  either  as  agents  or  as  pur- 
chasers, and  a  printed  sheet  embracing  the  salient  features  of  the 
commercial  and  economic  situation  in  the  consular  district. 

The  data  provided  in  these  trade  surveys  transmitted  by  consuls  in 
the  form  of  commercial  letters  have  been  found  to  be  of  the  utmost 
utility  by  American  exporters  in  appraising  the  situation  in  foreign 
markets  and  have  been  responsible  for  the  initiation  of  new  business 
relations  on  the  part  of  American  firms  which  in  the  aggregate  run 
into  considerable  sums  annually. 

Closely  related  to  the  problem  of  providing  information  as  to 
whether  or  not  a  particular  article  of  American  manufacture  can  be 
sold  in  a  foreign  market  is  the  question  of  obtaining  credit  informa- 
tion upon  foreign  firms.  As  a  practical  matter  without  exact  data 
as  to  the  purchasing  power,  distributing  ability,  and  general  finan- 


rial  standing  of  foreign  merchants  it  would  be  impossible  for  the 
American  exporter  to  estimate  even  remotely  their  capacity  as  liis 
agents  in  the  importation  and  distribution  of  American  merchandise. 
The  functions  of  the  Consular  Service  embrace  the  collection  and 
transmission  of  this  type  of  data  which  are  included  in  World  Trade 
Directory  reports.  The  World  Trade  Directory  file  in  each  consular 
district  contains  data  upon  foreign  firms  engaged  in  American  trade 
or  having  commercial  affiliations  with  the  United  States,  firms  en- 
gaged in  international  trade  which  by  their  nature  would  be  suitable 
contacts  for  American  trade  interests,  and  manufacturers  whose  out- 
put is  sufficiently  large  to  enter  appreciably  into  foreign  trade.  At 
the  present  time  there  are  approximately  700,000  of  these  reports 
indicating  the  distributing  capacity  and  general  standing  of  foreign 
firms  on  file  in  the  Commercial  Intelligence  Division  of  the  Depart- 
ment of  Commerce. 

As  an  indication  of  the  value  of  the  commercial  intelligence  activi- 
ties of  consular  officers  the  following  quotation  from  an  address  made 
by  Mr.  Herman  G.  Brock,  vice  president,  Guaranty  Trust  Company 
of  New  York,  at  the  National  Foreign  Trade  Convention  in  Los 
Angeles  on  May  21,  1930,  is  pertinent : 

"One  of  the  most  important  developments  in  the  last  decade  has 
been  the  truly  phenomenal  expansion  of  the  work  of  the  Commerce 
and  State  Departments  of  our  Government  in  all  forms  of  trade  pro- 
motion, including  the  gathering  and  dissemination  of  commercial 
intelligence.  The  representatives  of  these  Departments  abroad  have 
been  developed  into  trained  gatherers  of  commercial  information. 
Supplied  with  data  in  daily  increasing  quantities  by  a  foreign  field 
force  consisting  of  approximately  1,000  trained  men,  the  Commercial 
Intelligence  Division  of  the  Bureau  of  Foreign  and  Domestic  Com- 
merce brings  to  American  exporters  a  type  of  dependable  informa- 
tion unique  in  foreign  trading.  There  is  now  placed  before  the  ex- 
porter a  very  complete  picture  of  any  foreign  dealer's  organization, 
which  helps  to  determine  the  value  of  the  dealer  as  a  distributor  and 
also  to  form  a  basis  for  a  credit  investigation  in  rating  the  buyer  as  a 
credit  risk.  There  is  probably  no  other  organization  in  this  country 
or  abroad,  either  of  a  governmental  or  private  nature,  which  has  such 
a  vast  amount  of  foreign-trade  data.  Ten  years  ago  this  division  had 
in  its  files  reports  on  about  150,000  foreign  dealers.  Today  the  files 
contain  reports  on  approximately  415,000  firms  scattered  all  over  the 
world.  The  references  contained  in  the  reports  are  not  only  bank 
and  commercial  references  supplied  by  the  foreign  dealers  but  include 
also  the  names  of  concerns  in  this  country  for  which  the  foreign 
dealers  are  acting  as  exclusive  sales  agents." 

It  should  be  stated  in  connection  with  Mr.  Brock's  address  that  the 
information  obtained  in  these  reports,  while  distributed  by  the  De- 
partment of  Commerce,  is  obtained  by  consular  officers  of  the  Depart- 
ment of  State. 


VOLUME  OF  WORK  SUBMITTED  IN   193  6 

During  the  calendar  year  1936  consular  officers  prepared  and  sub- 
mitted to  the  Department  of  State  the  following  material : 

Commercial  and  economic  reports 20,  299 

Trade  opportunities  for  the  sale  of  American  goods 1,  750 

Reports  indicating  the  general  standing  and  distributing  ca- 
pacity of  foreign  firms  (sales  information  reports) 52,849 

Trade  lists  (lists  of  foreign  buyers) 13,623 

Replies  to  the  private  inquiries  of  American  exporters  touching 

trade   matters 39,  0S9 

Invitations  issued  to  foreign  businessmen  proceeding  to  the 
United  States  placing  such  businessmen  in  contact  with  the 
Department  of  Commerce  and  ultimately  with  Ameri- 
can manufacturers  _' 475 

Aid  and  advice  to  American  citizens  calling  at  consular  estab- 
lishments abroad  on  commercial  matters  (the  number  of 
such  calls  during  the  year  being) 12,672 

All  of  the  information  contained  in  the  reports  and  communica- 
tions listed  above  as  received  in  the  Department  of  State  from  consu- 
lar officers  was  disseminated  to  the  Bureau  of  Foreign  and  Domestic 
Commerce  of  the  Department  of  Commerce  in  order  that  in  accord- 
ance with  existing  law  the  Department  of  Commerce  might  bring 
these  data  to  the  notice  of  the  trade  interests  of  the  country. 

CONCRETE   RESULTS   OF   CONSULAR   ACTIVITY    IN   THE   PROMOTION   AND 
PROTECTION  OF  TRADE 

A  statistical  study  made  in  the  Department  of  State  of  the  esti- 
mated results  obtained  by  consular  officers  in  promoting  the  sale  of 
American  merchandise  through  trade  opportunities  submitted  and 
through  contacts  provided  in  commercial  letters,  as  well  as  new 
business  provided  by  consular  officers  in  bringing  traveling  represent- 
atives of  American  firms  in  direct  contact  with  foreign  importers  and 
savings  realized  to  American  trade  interests  in  the  settlement  of  trade 
disputes  indicates  that  since  1927  the  estimated  results  of  these  activ- 
ities of  the  Consular  Service  were  $72,858,830. 

As  a  result  of  the  activity  of  a  consular  officer  in  South  America 
an  importer  was  placed  in  touch  with  an  American  company  manu- 
facturing sewing  machines  and  obtained  the  general  agency  for 
the  American  machine  in  his  territory,  and  the  business  done  is 
estimated  at  $400,000. 

In  Switzerland  a  consul  was  responsible  for  introducing  the  rep- 
resentative of  an  American  rubber  manufacturing  house  to  a  Swiss 
businessman,  as  a  result  of  which  agency  connections  were  estab- 
lished and  $16,000  worth  of  American  merchandise  sold  during  the 
year. 

As  a  result  of  a  trade  opportunity  submitted  by  a  consul  in 
Latin  America  an  order  was  placed  in  the  United  States  for  flour- 
milling  machinery  to  the  value  of  $39,000. 


In  a  European  count  ry  a  consul  arranged    for  a  survey  of  a  ship 

niont  of  American  sardines  which  had  been  rejected  because  the  tins 

were  alleged  to  he  swollen.  A  discount  was  obtained  for  the  swollen 
paokftges  and  the  importer  accepted  the  shipment,  thereby  Saving 
the  American  firm  $8,000.  In  another  European  country  a  consul 
general  assisted  the  representative  of  an  American  radio  corporation 
in  placing  an  agency  that  resulted  in  the  sale  of  radios  to  the  value 
of  $30,000. 

ACTIVITIES    IN    TRADE    PROTECTION 

The  duties  and  responsibilities  of  the  Consular  Service  in  connec- 
tion with  the  protection  abroad  of  American  trade  are  of  exceed- 
ingly great  importance,  These  questions  may  arise  through  exces- 
sive, unreasonable,  and  discriminating  taxation,  customs  or  tariff 
regulations,  arbitrary  and  prohibitive  import  or  export  provisions, 
patent  and  trade-mark  infringements,  restrictions  upon  commercial 
travelers,  and  similar  action  having  a  tendency  to  impair  the  free 
exercise  of  American  export  trade.  Recently  in  a  South  American 
country  a  consul  was  enabled  to  protect  an  American  firm  where  its 
agent  had  abandoned  a  shipment  of  hand  soap  in  the  customhouse 
through  the  establishment  of  a  new  contract,  by  the  terms  of  which 
the  new  agent  took  possession  of  the  merchandise  and  eventually 
sold  it,  thereby  preventing  serious  loss  through  the  sale  of  the  goods 
at  auction  by  the  customs  authorities  to  defray  the  accrued  charges. 

In  another  instance  an  American  exporting  house  found  that 
in  a  South  American  country  its  customer,  after  ordering  the  mer- 
chandise, abandoned  it  upon  its  arrival  at  the  customhouse.  The 
consul  was  requested  to  investigate  and  ascertained  that  the  difficulty 
was  due  to  the  fact  that  there  was  no  provision  in  the  customs 
tariff  of  that  country  covering  the  specific  article  in  question,  and 
consequently  importations  of  such  articles  were  subjected  to  unrea- 
sonably high  and  variable  rates  of  duty.  The  sale  of  such  American 
goods  was  facilitated  by  the  action  of  the  consul  in  obtaining  a 
specific,  definite  classification  in  the  import  tariff  from  the  principal 
customs  authorities. 

Typical  of  the  activity  of  the  Consular  Service  in  trade  protection 
is  the  action  taken  by  one  consular  officer  to  protect  American 
importations  of  flour  in  a  Caribbean  country  where  a  decision  of  the 
local  health  authorities  had  determined  that  American  flour  con- 
tained an  unduly  high  percentage  of  acidity.  As  the  result  of  the 
investigation  made  by  this  official  and  the  action  taken  with  the  coop- 
eration of  the  American  Legation  the  local  authorities  were  induced 
to  increase  the  limit  of  acidic  content  of  flour  imported  into  the 
country,  thereby  making  it  possible  for  American  imports  to  con- 
tinue.   In  another  case  the  health  department  of  a  particular  country 
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had  decided  that  a  well-known  brand  of  American 
unfit  for  human  consumption  because  it  contained  a  greater  per- 
centage of  acid  than  they  permitted  by  local  law.  The  consul  took 
samples  of  the  vinegar  from  several  cases  lying  in  the  customhouse 
and  transmitted  the  samples  to  the  United  States  for  examination 
in  a  Government  laboratory  and  upon  the  receipt  of  the  report 
indicating  that  the  vinegar  contained  less  than  the  prohibited 
amount  was  able  to  secure  the  annulment  of  the  local  regulation 
and  thereby  restored  this  American  product  to  its  former  position 
in  that  country. 

A  typical  case  of  the  value  of  the  trade-protection  activities  of 
consuls  is  illustrated  by  the  seizure  of  lighters  belonging  to  an  im- 
portant American  export  corporation  valued  at  $50,000  on  the  alleged 
grounds  that  the  crew  had  been  engaged  in  smuggling.  The  consul 
was  able  to  verify  through  a  personal  investigation  conducted  by  him 
that  the  charges  were  groundless  and  secured  the  release  of  the 
merchandise.  In  another  case  stocks  of  kerosene  were  seized,  upon 
the  allegation  that  the  revenue  stamps  attached  to  the  cans  were 
forged.  This  was  found  to  be  untrue  after  investigation,  and  the 
shipment  was  released.  In  China  a  consul  was  active  in  protecting 
American  trade  marks  in  his  district,  and  as  a  result  of  representa- 
tions made  he  succeeded  in  securing  the  destruction  of  merchandise 
manufactured  in  contravention  of  a  registered  American  trade  mark  as 
well  as  obtaining  an  order  commanding  a  local  firm  to  change  the 
infringing  trade  name.  A  consul  at  another  post  in  China  was  able 
to  secure  extensions  of  the  periods  within  which  to  register  foreign 
trade  marks  thereby  affording  an  opportunity  for  American  firms  to 
protect  their  merchandise  marks  in  his  consular  district. 

THE   TRAVELING  AMERICAN  REPRESENTATIVE 

The  consul  at  his  post  is  expected  to  be  familiar  with  a  wide  range 
of  topics  upon  which  he  is  being  frequently  asked  for  advice  by 
Americans  representing  foreign-trade  organizations  visiting  his 
district.  He  is  in  a  position  to  inform  them  of  the  customs  regula- 
tions in  his  consular  district,  the  necessity  for  describing  the  goods 
in  accordance  with  the  phraseology  of  the  customs  tariff,  if  such  is 
provided  by  law,  the  question  of  weights,  whether  gross,  net,  or  legal 
weight  is  provided,  whether  consular  fees  are  paid  at  the  point  of 
shipment  or  whether  they  are  payable  by  the  consignees  upon  the 
arrival  of  the  goods  in  the  foreign  country,  the  conditions  necessary 
for  an  entry  of  merchandise  and  the  formalities  to  obtain  a  release 
of  merchandise  from  the  customs,  as  well  as  of  the  fines,  if  any  are 
imposed,  and  the  procedure  to  be  taken  to  avoid  abandonment  of 
merchandise.     On  the  question  of  commercial  samples  the  consul  is 
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ptble  to  advise  what  the  local  law  is  on  this  point  as  varying  condi- 
tions exist  in  different  countries.  In  some  places  one  shoe  is  not 
regarded  as  a  sample  because  the  customs  authorities  contend  that 
the  mate  to  it  may  be  sent  by  a  later  shipment.  The  traveling  sides- 
man will  be  able  to  ascertain  whether  his  samples  may  be  admitted 
subject  to  bond,  free  of  duty,  or  whether  a  consular  invoice  is  re- 
quired from  the  consul  of  the  country  in  the  United  States. 

In  his  assistance  to  such  representatives  of  American  linns  the 
consul's  World  Trade  Directory  file  will  contain  credit  data  and 
leads  among  the  leading  importers  and  commission  agents.  The 
consul  will  also  be  acquainted  with  the  usual  local  terms  for  doing 
business,  the  best  banking  connections  to  be  used  in  making  collec- 
tions, and  the  local  facilities  afforded  for  adjusting  claims,  forcing 
collections,  and  settling  overdue  accounts,  because  the  salesman's 
business  in  addition  to  selling  merchandise  is  also  in  many  instances 
to  collect  outstanding  debts. 

A  BRITISH  ESTIMATE   OF  THE  AMERICAN   CONSULAR  SERVICE 

The  importance  of  the  foreign  trade  of  the  United  States  and  the 
growing  preponderance  of  economics  in  foreign  affairs  have  been 
responsible  for  the  intensive  development  of  the  commercial  func- 
tions of  consular  officers.  The  Department  of  State  is  constantly 
endeavoring  through  these  officers  to  render  to  the  Department  of 
Commerce  and  to  American  business  the  best  possible  service  and  to 
provide  the  greatest  measure  of  cooperation  in  the  furthering  of 
American  foreign  trade  both  as  regards  its  expansion  and  its  protec- 
tion abroad.  The  Consular  Service  by  virtue  of  its  intimate  con- 
tacts with  foreign  business  and  its  far-flung  organization  is  in  a 
position  to  assist  the  Governmental  program  in  this  respect.  Its 
activities  in  recent  years  have  not  passed  without  notice  as  the  fol- 
lowing quotation  from  the  "United  Empire,"  the  journal  of  the  Royal 
Empire  Society,  for  February  1930,  will  indicate. 

"It  is  manifest  that,  if  our  trade  is  to  have  its  share,  our  consular 
service  must  be  improved,  and,  if  comparisons  are  carefully  insti- 
tuted, post  by  post  between  the  British  and  American  Consular 
services,  with  a  reckoning  of  the  personnel  employed  in  each  case  in 
the  same  city,  the  miracle  of  the  rapid  growth  of  American  overseas 
trade,  and  the  reason  for  the  decline  in  our  own  trade,  may  be  partly 
explained. 

"The  British  commercial  traveller,  arriving  at  the  office  of  an 
unpaid  British  Vice- Consul,  meets  with  little  encouragement.  His 
enquiries  regarding  the  credit  of  firms  in  the  city  are  referred  to  the 
banks.  He  finds  he  has  paid  a  visit  of  courtesy  to  his  Consul,  and 
that  is  all.  But  the  American  commercial  traveller  is  put  in  pos- 
session of  the  most  complete  insight  into  the  credit  of  the  firms  he  is 
to  visit.     He  is  informed  of  their  customs.     He  is  taken  round  by 
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one  of  the  Vice-Consuls  and  introduced.  He  is  offered  and  given 
service  in  the  fullest  sense  of  the  word.  The  difference  between  the 
consular  services  of  the  two  countries  is  so  marked,  both  because  the 
Americans  set  out  to  make  their  service  good,  and  also  because  they 
found  it  paid  to  make  it  good" 
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3ME  ASPECTS  OF  THE  ASSISTANCE 
RENDERED  BY  THE  DEPARTMENT 
OF  STATE  AND  ITS  FOREIGN  SERV- 
ICE TO  AMERICAN  BUSINESS  l 

When  the  President  of  the  National  Foreign 
rade  Council,  Mr.  Thomas,  wrote  the  Depart- 
out  of  State  several  months  ago  that  the 
pencil  would  be  very  glad  to  have  a  number 
:  officers  of  the  Department  attend  your  an- 
ml  meeting,  we  were  very  glad  to  accept,  for 
tose  of  the  members  of  the  Department  staff 
ho  have  had  the  privilege  of  attending  your 
eetings  in  the  past  have  always  found  them 
jlpful  and  stimulating. 

When  Mr.  Thomas  later  indicated  that  he 
Sieved  it  would  be  interesting  to  the  mem- 
jrs  of  the  Council  to  have  an  officer  of  the 
tate  Department  explain  what  we  are  doing 
:  home  and  abroad  in  the  way  of  protecting, 
mserving,  and  promoting  the  interests  of 
.merican  trade  and  commerce  and  American 
iterests  in  general,  it  seemed  proper  to  make 
ime  statement  to  you  at  this  time,  when  in  so 
Lany  parts  of  the  world  our  interests  are  being 
ireatened  and  when  it  is  increasingly  being 
cognized  by  a  larger  part  of  our  population 
ow  much  the  permanence  and  health  of  these 
iterests  are  a  part  of  our  social,  economic, 
rid  political  structure. 

What  I  will  say  to  you  this  evening  will  be 
uite  informal  and,  because  of  the  limitations 
f  time  and  your  patience,  will  necessarily  be 
ery  condensed.  It  would  require  indeed  a 
Dnsiderable  amount  of  time,  and  perhaps  a 
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whole  volume,  to  cover  in  any  adequate  fashion 
the  services  which  the  Department  of  State  is 
rendering  to  business  alone,  not  to  speak  of  the 
services  rendered  to  those  other  interests  which 
make  up  the  sum  total  of  our  national  life  and 
all  of  which  have  their  individual  importance 
to  large  groups  of  our  population.  I  hope  in 
the  time  which  I  shall  take  this  evening  to  cover 
at  least  a  few  of  the  major  aspects  of  the 
Department's  services. 

It  may  be  well  at  the  outset  to  recall  that 
the  Department  of  State  is  the  oldest  and 
ranking  Department  of  our  Government. 
Under  the  Constitution  the  President  is  charged 
with  the  conduct  of  our  foreign  relations  and 
all  the  manifold  duties  which  that  implies. 
The  Department  of  State  has  been,  therefore, 
since  the  inception  of  our  Government,  and  is 
today  the  sole  Department  and  organ  of  our 
Government  through  which  the  President  may 
and  does  conduct  our  relations  with  other 
countries. 

There  was  a  time  when  our  relations  with 
other  countries  were  relatively  unimportant: 
and  restricted  in  scope.  We  were  so  busy  de- 
veloping our  resources  and  our  national  life 
within  the  confines  of  our  own  frontiers  that 
we  were  relatively  less  interested  in  what  passed 
beyond  our  borders.  Our  foreign-trade  prob- 
lems required  less  extensive  knowledge  of  for- 
eign markets  than  they  do  today,  as  up  to  1896,' 
66  percent  of  our  exports  consisted  of  agricul- 
tural products,  and  the  balance,  of  manufac- 
tured goods.  In  those  days  our  foreign  trade 
was  almost  completely  financed  by  foreign 
banks.  In  the  succeeding  30  years  this  situ- 
ation was  completely  reversed,  and  our  exports 
of  manufactured  goods  accounted  for  two- 
thirds  of  our  export  trade.  As  the  country 
has  grown  and  as  the  nature  of  world  rela- 
tions has  changed  and  as  our  national  life  has 
developed  in  such  a  way  that  practically  noth- 
ing can  happen  in  any  part  of  the  world  which 
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;loes  not  in  some  way  or  another  affect  us,  the 
work  of  the  State  Department  has  grown  in 
iportance  perhaps  more  than  that  of  any 
other  Department. 

The  Department   of   State,   in   spite  of  this 
■crease  in  its  responsibilities,  has  remained, 
■though  the  oldest  and  premier  Department, 
the  smallest  and  the  one  which  costs  our  Gov- 
ernment the  least.     It  may  justly  be  proud  of 
this  record,  for  it  has  endeavored  throughout 
these  years  to  function  not  only  efficiently  but 
economically.    I  think  I  should  tell  you,  for  it 
is  particularly  important  to  you  as  businessmen 
to  know  this,  that  the  total  appropriations  by 
the  Congress  for  the  Department  of  State  for 
the  current  fiscal  year  are  $19,583,000;  of  this 
amount  $2,557,000  is  for  the  Department  of 
State  and  its  activities  in  the  United  States, 
which  as  you  know  are  concentrated  in  Wash- 
ington except  for  several  despatch  agencies  and 
passport  agencies;  $12,164,000  is  for  the  For- 
eign Service,  which  covers  the  total  cost  of  all 
of  our  activities  of  the  Department  beyond  the 
confines  of  the  country,  including,  therefore, 
the  entire  cost  of  our  foreign  representation; 
and  $4,593,000  is  for  international  obligations, 
payments     under     treaties,    maintenance     of 
boundary  commissions,  and  for  participation 
in  conferences  as  required  by  treaty  and  statute. 
The  latter  sum  of  $4,593,000,  and  $222,000  to 
pay  claims  approved  by  the  Congress,  cannot 
be  considered  in  a  real  sense  as  expenditures  for 
the  Department  of  State,  leaving  the  amount 
appropriated  for  the  Department  of  State  and 
its  Foreign  Service  for  the  current  fiscal  year 
as  $14,767,000.    The  Department  and  the  For- 
eign Service,  it  is  estimated,  will  receive  dur- 
ing the  current  fiscal  year  no  less  than  $3,000,- 
000  in  fees  for  services  which  they  perform. 
The  State  Department  costs  the  Government  so 
little  that  its  actual  needs  have  sometimes  been 
overlooked  and  yet  it  is  one  of  the  few  agencies 
of  the  Government  which  turns  into  the  Treas- 


ury  in  fees  for  services  it  performs  a  substan- 
tial part  of  all  the  funds  required  for  its  ac- 
tivities. The  fees  received,  it  will  be  noted 
are  more  than  equal  to  the  cost  of  the  mainte 
nance  of  the  Department  and  all  its  activities 
within  the  United  States  and  reduce  the  whole 
cost  of  the  establishment  at  home  and  abroad  tc 
about  $11,767,000. 

In  these  days  when  figures  are  so  important 
and  when  public  expenditure  is  so  much  in  the 
public  mind,  it  is  desirable  that  not  only  our 
businessmen  but  our  whole  population  should 
realize  that  the  Department  of  State,  which  is 
the  specific  and  sole  instrument  of  the  Presi- 
dent, and  therefore  of  our  country,  in  the 
maintenance  of  peaceful  and  productive  rela- 
tions with  other  countries  and  which  is  fre- 
quently called  "the  first  line  of  defense",  is  the 
one  which  is  costing  our  Government  the  least 
of  all  of  our  departments  and  that  it  is  this 
year  about  1  percent  of  the  total  cost  of  the 
Army  and  Navy  establishments  during  that 
period.  It  is  when  the  efforts  of  the  President 
and  of  the  Department  of  State  through  its 
officers  at  home  and  abroad  do  not  prevail  that 
the  impending  catastrophe  of  war  threatens 
havoc  to  every  aspect  of  our  internal  life,  not 
to  speak  of  the  toll  to  be  paid  in  the  way  of  life; 
We  are  lacking  in  prudence,  therefore,  when 
in  times  of  peace,  and  today  in  times  of  in- 
creasing stress,  we  fail  to  recognize  the  im- 
portance of  this  Department  and  its  efforts  in 
the  maintenance  of  peaceful,  friendly,  and 
fruitful  relations  with  other  countries.  Once 
war  is  the  only  alternative  to  the  maintenance 
of  these  relations,  we  will  spend  in  a  single 
year  in  the  way  of  national  treasure  what  it 
would  cost  to  maintain  our  Department  of 
State  on  an  adequate  and  effective  basis  for 
"several  centuries. 

The  work  of  the  State  Department,  particu- 
larly as  it  relates  to  the  protection,  conserva- 
tion,  and   promotion   of   our   commercial   in- 


nests,  must  be  examined  from  the  dual  point 
f  view  of  the  activities  in  Washington  and 
,  the  foreign  field.     It  is  those  interests  which 
hsorh  a  great  deal  of  the  time  of  the  Secre- 
,in  and  of  the  executive  and  principal  officers 
f  the  Department.     There   is  practically  no 
fose  of  the  relationship  between  states  in  this 
av   in  which  economic  factors  do  not   enter, 
t  is  in  this  respect  that  the  work  of  the  De- 
triment in  its  relation  to  business  is  particu- 
Bfly  important.    There  are  other  departments 
>f  our  Government  which  are  equally  concerned 
nth  business  and  industry  in  our  country,  but 
hev   have   to  be  interested  more   specifically 
xom  the  internal  point  of  view.     In  the  De- 
partment of  State  all  these  problems  of  busi- 
less,  foreign  trade,  finance,  and  industry  must 
>e  viewed  not  only  from  the  internal  and  im- 
mediate point  of  view  but  from  that  of  our 
•elations  with  near  and  far-distant  states,  from 
he  point  of  view  of  our  treaties  and  interna- 
ional  obligations,  and  always  keeping  in  mind 
)ur  long-range  interest  as  in  contrast  with  the 
Dressure    following    from    some    immediately 
oresent  and  temporary  situation.    It  is,  there- 
fore, not  too  much  to  say  that  every  day  in 
wery  Division  of  the  Department  problems 
intimately  connected  with  our  whole  economic 
structure  are  the  subject  of  earnest  considera- 
:ion  and  of  definite  action.    It  is  out  of  these 
policies  conceived  in  the  best  interests  of  all 
3f  our  people,  of  all  groups  of  our  population, 
Df  every  conceivable  interest  that  makes  up 
our  national  life,  that  instructions   are   sent 
to  the  officers  of  the  Department  all  over  the 
world,  who  are  its  instruments  in  interpreting 
and  in  carrying  through  these  policies. 

The  Foreign  Service  of  the  Department  of 
State  is  its  instrument  and  that  of  the  Presi- 
dent in  actually  carrying  into  effect  abroad 
the  commercial  policies  which  may  be  adopted. 
The  officers  of  this  Service  are  not  only  the 
instruments  to  carry  through  these  policies  but 


also  to  perform  the  multitudinous  duties  whic] 
are  placed  upon  them  by  international  practic 
and  by  our  statutes,  including  the  many  whicl 
they  perform  for  practically  every  other  De 
partment  and  agency  of  our  Government.  Al 
though  they  are  officers  of  the  Department  o 
State,  they  in  fact  serve  and  are  the  agent 
of  practically  every  other  Department  whicl 
needs  or  wants  information  from  or  about  for 
eign  lands  and  problems.  The  services  whicl 
our  Foreign  Service  officers  perform  for  th< 
Department  of  State  are  based  either  on  inter! 
national  practice  or  on  statutes,  and  they  can 
not  be  performed  by  the  agents  of  other  de 
partments,  no  matter  how  able  or  numeroui 
such  agents  might  be,  as  under  accepted  prac 
tice  in  other  countries  it  is  only  the  agent: 
of  the  Department  of  State  who  can  perforn 
these  particular  services.  This  fact  and  als( 
the  fact  that  the  Department  of  State  is  th< 
instrument  of  the  President,  under  the  Consti 
tution,  for  the  conduct  of  our  foreign  relations 
should  be  constantly  borne  in  mind. 

The  Foreign  Service  of  the  Department  o1 
State  is  the  oldest  of  our  services  functioning 
abroad,  and  from  its  very  inception  its  majoi 
duties  have  included  the  protection  and  pro- 
motion of  American  trade  and  shipping,  foi 
which  it  and  its  officers  are  eminently  fitted 
We  now  have  17  embassies,  38  legations,  and 
284  consular  establishments  scattered  all  ovei 
the  world  in  important  political  and  trade  cen^ 
ters  and  practically  wherever  any  American 
interest  exists.  Even  though  the  foreign  rep.) 
resentatives  of  the  State  Department  had  nc 
duties  in  connection  with  the  promotion  and 
protection  of  our  commercial  interests,  the 
great  majority  of  these  establishments  would 
have  to  be  maintained  by  our  Government  for 
other  reasons  of  international  public  interest. 
It  is,  therefore,  only  logical  and  an  exercise  of| 
good  business  judgment  that  these  officers 
should  also  be  used,  as  they  constantly  and 


fccessfully  have  been  used,  for  the  promotion 
nd  protection  of  our  commercial  and  trading 
iterests.  ( 

In  spite  of  the  greater  burdens  in  political 
lul   economic   work   due   to   disturbed   condi- 
Ins  in  so  many  parts  of  the  world,  the  For- 
L»n  Service  has  been  giving  a  good  account 
fitself  in  protecting  American  lives  and  prop- 
rty.  in  reporting  on  political,  social,  and  eco- 
omic  conditions  for  the  State  and  other  de- 
triments and.  in  addition,  carrying  the  heavy 
urden  of  administrative  work  required  in  con- 
ed ion  with  keeping  the  Department  of  State 
ml  our  Government  informed  of  world-wide 
evelopmcnts.      This    work   has   been    accom- 
dished.  I  believe,  with  constantly  increasing 
fficiencv  in  spite  of  a  reduction  in  career  per- 
onnel.  *  On  July  1,  1932,  the  career  strength 
,f  the  Foreign  Service  was  762  officers;   on 
September  30,  1937,  there  were  708  career  offi- 
ers.     In  other  words,  in  spite  of  the  heavier 
mrdens  and  the  more  complex  nature  of  the 
vork  to  be  done,  it  is  being  done  with  less 
)ersonnel.    This  is  characteristic  of  the  record 
vhich  this  Department  has  constantly  endeav- 
ored to  maintain  as  a  businesslike  establish- 
nent.    I  would  like  to  point  out,  however,  that 
his  is  in  itself  an  effective  indication  of  the 
ncreasing  quality  of  our  personnel  and  admm- 
stration.    I  must  also,  however,  point  out  that 
t  lias  been  possible  to  do  this  only  through 
prodigious  effort  and  strain.    These  increasing 
md    ever   more   complex    demands    upon   our 
Foreign  Service  cannot  continue  to  be  met  in 
m  adequate  way  if  the  Department  is  not  given 
efficient  funds  for  personnel  and  maintenance. 

The  changes  which  have  taken  place  in  our 
jforeio-n  relations,  let  us  say  since  the  outbreak 
of  the  World  War,  are  so  fundamental  in  char- 
acter that  today  vastly  greater  responsibilities 
are  imposed  on  the  career  officers  of  the  Foreign 
^Service  in  order  to  protect  adequately  our 
hrade  interests  abroad  and  to  keep  you  and  the 
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various  departments  of  our  Government  ii 
formed  of  political  and  economic  developmen 
affecting  these  interests.  At  the  outbreak  c! 
the  World  War  we  were  a  debtor  nation ;  tods 
we  have  a  long-term  investment  in  foreig 
countries  approximating  13  billions  of  dollar 
Such  an  investment  is  bound  to  increase  a 
varieties  of  trade  problems,  both  in  numb* 
and  in  complexity.  Until  1929  our  exports  e:j 
panded  yearly,  and  the  problem  of  our  Foreigj 
Service  was  essentially  one  of  trade  promt! 
tion,  in  essence,  the  finding  of  markets  and  « 
suitable  foreign  agents  or  distributors  to  handi 
American  goods.  Conditions  that  have  d- 
veloped  since  the  world-wide  depression  ha^1 
changed  all  this.  We  have  in  recent  yea: 
witnessed  the  creation  of  a  host  of  device 
which  are  calculated  to  bar  our  goods  froij 
foreign  markets.  The  effects  of  unduly  hioi 
tariffs,  exchange  controls,  contingents,  impo! 
quotas,  and  nationalization  of  industries  an 
products  are  well  known  and  need  no  furth* 
elaboration  here.  Against  conditions  such  i 
these  the  former  technique  of  trade  promote 
became  almost  helpless  in  achieving  result 
The  situation  required  a  major  operation  j 
the  field  of  policy,  and  it  was  this  that  h 
Secretary  Hull  to  formulate  and  inaugural) 
the  trade-agreements  program  to  which  ot 
Government  and,  I  am  glad  to  say,  the  vaS 
majority  of  our  informed  public  are  wise/ 
lending  their  support. 

In  order  properly  to  appraise  and  repo; 
upon  these  conditions  which  every  America 
businessman  has  to  face,  and  which  we  alj 
have  to  face  in  the  formulation  of  gener: 
and  economic  policy,  it  has  been  necessary  coi 
tinuously  to  place  greater  emphasis  upon  tl 
training  of  Foreign  Service  officers  along  ec< 
nomic  lines.  Our  officers  had  been  doing  goc 
work  in  this  field  and  for  decades  had  bee 
a  principal  source  of  information  concernin 
business   conditions   abroad.     The  new   situ; 


MS  which  have  developed,  together  with  the 
e*  difficulties  which  present  themselves,  have 
ude  more  special  training  necessary.    For  this 
agon  the  possession  of  a  fundamental  knowl- 
Jge  o(  economics  is  emphasized  in  the  exami- 
itions  for  admission  to  the  Foreign  Service, 
nd  the  appraisal  of  the  candidates'  qnalilica 
ioms  in  this  regard  does  not  cease  with  an- 
ointment to  the  Service.    After  a  preliminary 
argument  of  about  a  year  at  a  post  in  a  near- 
y   country,    at   which   the    newly    appointed 
(Beer  acquires  the  fundamentals  of  consular 
•ractice,  he  is  brought  into  the  Department  of 
it  ate  for  an  intensive  course  of  instruction  in 
he  Foreign  Service  School  of  the  Department. 
"he    course   includes   instruction   on   the   im- 
.ortance  of  our  foreign  trade,  its  break-down 
iy  commodities  and  related  groups  of  articles, 
he  principal  markets,  the  important  commodi- 
ies  exported,  the  relative  position  of  competing 
ountries,  such  as  Great  Britain  and  Germany, 
nd  in  the  methods  of  doing  business  abroad. 
Plie  course  further  provides  information  on 
he  technique  of  exporting,  of  financing  foreign 
hipments,  and  in  quotations  on  products,  in 
>rder  to  give  these  officers  an  adequate  basis 
!or  the  proper  performance  of  economic  work 
n  the  foreign  field. 

The  interests  of  our  importers  are  also  kept 
n  mind  and  our  import  trade  analyzed.  This 
:aet  is  of  importance  because  of  our  dependence 
lpon  foreign  sources  for  supplies  of  tin,  man- 
ganese, nickel,  chromium,  rubber,  raw  silk, 
srool,  coffee,  sugar,  bananas,  and  certain  other 
essential  materials  not  produced  at  all  or  in 
Adequate  quantities  in  our  country. 
1  As  a  result  of  this  continuous,  critical  ap- 
ipraisal  which  the  Department  makes  of  the 
capacities  of  Foreign  Service  officers  in  eco- 
nomic work,  it  has  been  the  policy  of  the  De- 
partment for  a  number  of  years  to  assign  such 
men  as  have  shown  outstanding  qualifications 
for  this  type  of  work  to  important  commercial 
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posts  where  their  services  may  be  utilized  tj 
the  greatest  degree.    Recently  the  Departmei 
has  assigned  an  officer  to  the  Post  Gradual 
School  at  Harvard  for  the  purpose  of  pursuin 
certain    advanced    studies    in    economics    an 
finance.    Several  other  officers  of  proved  speciJ 
capacities  and  adaptability  are  taking  up  simj 
lar   work   in   other   universities    and    college  I 
where    we   have   found   particularly   valuabfl 
training  available.    It  is  hoped,  if  the  slendt] 
appropriations  of  the  Department  permit,  tj 
detail  other  officers  from  the  Service  to  posl 
graduate  schools  in  different  parts  of  the  cowl 
try  for  instruction  and  training  in  investigf 
tion  along  economic  and  financial  lines. 

The  statement  has  been  made  by  persons  nc1 
particularly  well  informed  that  the  Departmer 
of  State  is  not  and  has  never  been  interested 
in  trade.  Perhaps  the  lack  of  knowledge  oj 
what  we  are  doing  and  have  been  doing  fc 
decades,  quietly  but  I  hope  effectively,  is  du 
to  the  fact  that  it  is  not  only  a  tradition  bn 
a  necessity  that  this  Department  not  blow  ifl 
own  horn.  You,  I  am  sure,  have  ample  ev1 
dence  of  the  work  which  this  Department  hi 
been  doing  and  of  the  service  which  it  ha 
been  rendering.  The  earliest  legislation  ar 
thorizing  the  appointment  of  consuls  was  i 
the  act  of  April  14,  1792.  However,  prior  t 
this  law  President  Washington  had,  in  1790,  ap 
pointed  6  consuls  and  10  vice  consuls  under  hj 
general  constitutional  authority.  One  of  thesA 
it  is  interesting  to  remark  at  this  time,  wa 
sent  to  China.  The  duties  of  these  officer 
were  defined  as  relating  to  the  protection  o 
American  citizens  or  "such  as  arise  from  th 
nature  of  the  office  under  the  general  com 
mercial  law  of  nations."  President  Tyler,  ii 
1843,  enunciated  our  policy  in  the  well-knowi 
letter  to  the  Emperor  of  China,  in  which  h? 
stated  in  part  as  follows : 

"Our  Minister  Caleb  dishing  is  authorizes 
to  make  a  treaty  to  regulate  trade.    Let  it  b 
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jt  Lei  there  be  no  unfair  advantage  on 
her  side.  Let  the  people  trade  not  only  at 
niton  but  also  a<   Amoy,  Ningpo,  Shanghai, 

HH'how  and  all  other  places  as  may  offer 
ofitable  exchanges  both  to  China  and  the 
aited  Stales  provided  they  do  not  break  your 
ITS  or  our  laws." 

The  foreign  relations  of  the  United  States 
day  have  increasingly  a  preponderant  eco- 
unie  background  so  that  the  Secretary  of 
ate  must  have  constantly  at  hand  precise, 
hto-date,  and  adequate  information  as  to 
onomic  developments  abroad  in  order  to  dis- 
arge  efficiently  the  function  with  which  he 
exclusively  charged,  that  is,  of  advising  the 
resident  and  acting  as  his  agent  in  the  con- 
icting  of  the  foreign  relations  of  the  country. 
[lis  requires  intensive  studies  and  prompt 
tion  on  the  part  of  the  Foreign  Service — 
om  the  important  embassies  situated  in  the 
•eat  world  capitals  as  well  as  from  the  most 
stant  seaport  or  inland  consulate.  The  per- 
nnel  of  our  missions  in  capitals  abroad  ob- 
rve  carefully  political  and  economic  clevelop- 
ents  and  evaluate  and  report  upon  conditions 
they  affect  our  interests  in  and  relations 
ith  each  country.  The  consular  branch  of 
e  Service  submits  trade  opportunities  for 
e  sale  of  our  goods,  finds  suitable  agents  for 
ir  exporters  and  manufacturers,  submits  re- 
>rts  indicating  the  general  standing  and  re- 
•onsibility  of  foreign  firms  which  may  serve 
contacts  or  as  agents  for  American  exporters, 
spares  replies  to  trade  inquiries  from  export- 
's and  export  organizations  relating  to  tariff 
editions  and  markets,  and  assists  our  travel- 
ig  sales  representatives  and  businessmen  by 
titable  advice  in  the  protection  and  promotion 
:  their  interests.  In  addition  to  this  our  For- 
gn  Service  officers  prepare  reports  on  com- 
odities,  market  and  sales  conditions,  local 
idustries,  and  on  a  wide  variety  of  aspects 
E  life  in  the  country  in  which  they  are  sta- 
oned.     These  reports  are  made  available  to 
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and  are  used  by  practically  every  Departmet 
and  independent  agency  of  our  Government.! 

Many  of  the  administrative  functions  I 
these  officers  are  also  intimately  connected  wh 
the  proper  functioning  of  our  foreign  co:- 
merce.  Steamers  are  entered  and  cleared  at  1 
hours  of  the  day  and  night  by  consular  officei;; 
seamen  are  shipped,  discharged,  and  if  nec<k 
sary  sent  to  the  hospital  for  medical  treatmei; 
invoices  of  goods  destined  for  the  United  Stall 
are  certified,  disinfection  certificates  grantfl 
bills  of  health  issued  to  American  and  foreii 
vessels,  quarantines  and  quarantine  laws  il 
ported,  epidemics  of  human  diseases  announcl 
to  our  Public  Health  authorities  and  those  ( 
animals  and  plants  to  the  Department  of  Ag. 
culture  by  cable  and  by  mail,  passport  visj 
issued  to  commercial  travelers  en  route  to  U 
United  States,  and  complete  information  pi^ 
vided  to  foreign  si  uppers  as  to  the  provisic 
of  our  customs  tariff. 

To  discharge  these  duties  efficiently  requi; 
careful  study  of  pertinent  laws  and  regu, 
tions,  of  foreign  languages,  and  of  methods': 
doing  business  in  all  quarters  of  the  glol) 
While  the  requirements  for  admission  to  ti 
Foreign  Service  include  a  knowledge  of  w 
guages,  there  are  in  certain  regions  speci 
conditions  so  important  that  the  Departing 
has  been  obliged  for  a  considerable  time  -| 
train  a  certain  number  of  its  officers  in  unu| 
ally  difficult  languages  such  as  Chinese,  Jaq 
nese,  and  some  of  the  Near  Eastern  tongu! 
For  this  purpose  we  have  today  eight  offic: 
on  assignment  at  the  Embassy  in  Tokyo  stuc 
ing  Japanese,  five  at  the  Embassy  in  Peipi; 
studying  Chinese,  and  one  at  the  ConsuLi 
General  in  Beirut  who  is  continuing  his  stud  i 
in  Turkish  and  Arabic.  Many  of  our  office 
at  present  actively  on  duty  in  Near  and  F 
Eastern  posts  and  in  the  Soviet  Union  have 
years  past  completed  these  courses  and  o 
proficient  in  these  very  necessary  tongues.    M 
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IV w  days  ago   we  assigned   these   language 
dents  mi   Tokyo  on  the  completion  <>f  their 
in  Japanese  to  posts  in  China  and  Japan, 
ere  their  knowledge  of  the  language  will  be 
particular  value  in  these  criticafrdays. 
[n  order   further  to   promote  the  efficiency 
h  of  the   Department  of  Slate  and  of  the 
reign  Service  in  its  political  as  well  as  in  its 
momic  work,  an  adjustment  has  recently  been 
de  in  the  basic  organization  of  the  Depart- 
nt   and  the  number   of   political  Divisions 
luced  from  six  to  four.     Political  advisers 
ye  been   appointed  to  assist  the   Secretary 
i  the  Under  Secretary  in  the  formulation 
d  the  coordination  of  questions   of  policy. 
connection  with  this  readjustment  an  en- 
avor  has  been  made  to  provide  an  easy  and 
acticable    procedure    for    businessmen    and 
lers  to  consult  the  responsible  officers  of  the 
•partment  when  there  is  a  need  for  it — that 
gentlemen,  to  make  it  more  than  ever  your 
ate  Department.    This  readjustment  of  f  unc- 
»ns  in  the  Department  is  simply  another  step 
rward  in  the  process  that  began  with  the  is- 
ance  of  the  Executive  order  of  June  27, 1906, 
rough  which  President  Theodore  Koosevelt 
iced  the  Consular  Service  on  a  merit  basis 
d  required  that  promotions  in  this  Service 
ould  be  on  a  basis  of  efficiency.    At  the  same 
ne  standards  were  established  for  an  exami- 
tion  which  included  foreign  languages,  eco- 
mics,  and  knowledge  of  industrial  and  com- 
?rcial  resources  of  the  United  States  for  all 
ndidates  desiring  admission.    The  basic  pro- 
sions  of  this  Executive  order  were  applied 
the  Diplomatic  Service  by  President  Taft  in 
09.    The  act  of  February  5,  1915,  continued 
e  process  by  providing  that  commissions  in 
e   Service   should   be  to    a  particular   class 
id  not  to  a  particular  post,  and  all  officers 
ire  made  subject  to  transfer  from  post  to 
>st  at  the  will  of  the  President.     This  was 
llowed  by  the  act  of  May  24, 1924,  for  equaliz- 
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ing  the  salaries  in  the  diplomatic  and  consui 
branches  of  the  Foreign  Service,  providing  ] 
a  system  of  retirement  and  adopting  the  pij 
ciple  of  a  unified  Service  with  interchan] 
ability  between  diplomatic  and  consular  poi 
With  the  improvement  effected  by  the  Rogi 
Act  of  1924  and  its  subsequent  amendmeia 
the  granting  of  modest  quarters  and  repress 
tation  allowances,  and  the  establishment  < 
more  adequate  salary  scales,  the  Foreign  Sd 
ice  now  affords  a  career  offering  a  life  of  usei 
service  to  the  best  brains  among  the  young  ni 
of  our  country  to  whom  the  accumulation- 
wealth  is  not  a  primary  object  in  life. 

I  have  recited  some  of  these  facts  to  you 
the  purpose  of  emphasizing  how  baseless, 
the  criticism  which  is  still  too  often  direci 
against  the  Department  of  State  that  it  ds 
not  concern  itself  with  matters  of  business  n 
is  not  deeply  enough  interested  in  the  prj 
lems  of  the  American  businessman.  As  a  ml 
ter  of  fact,  I  venture  to  say  that  the  gn 
majority  of  the  services  rendered  to  our  bii 
ness  abroad  and  of  the  information  whi 
reaches  our  Government  and  our  manifold  j 
terests  in  this  country  from  abroad  comes  fr: 
the  ^Foreign  .Service  of  the  Department 
State.  This  is  as  it  should  be,  for  these  offic 
are  the  natural  instruments  of  our  Governmi 
for  the  collecting,  collating,  and  transmiss 
of  this  information.  In  this  country  the  inf : 
mation  is  naturally  directed  to  the  various  'i 
partments  and  branches  of  our  Governmi 
most  immediately  interested,  and  there  are  cci 
mercial,  agricultural,  and  other  agencies 
which  it  is  interpreted  and  disseminated  i 
the  appropriate  use  of  the  data  in  the  prori 
tion  of  our  interests.  It  is  a  curious  fact  ti 
even  well-informed  businessmen  who  have  \ 
many  years  been  using  information  origins, 
provided  by  our  Foreign  Service  and  who  pi: 
it  very  highly  have  occasionally  been  amc 
the  most  vocal  critics  of  this  Department  a» 
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tgents.  T(  is  not  for  me,  as  a  servant  of 
Department  ol'  State  and  for  many  years 
ember  of  the  Foreign  Service,  to  overem- 
size  here  the  work  which  (his  Department 

been  doing.  On  the  other  hand,  as  an 
Briean  who  is  keenly  interested  in  all  that 
ains  to  the  protection  and  promotion  of 
•v  legitimate  interest  of  our  country  and 
people,  I  am  proud  of  the  record  which 
;  Foreign  Service  has  unselfishly  made  and 
n  confident  that  that  Service  merits  every 
Sdence  which  American  business  may  have 
vill  place  in  it.  There  is  much  in  a  con- 
e  way  with  respect  to  these  services  ren- 
>d  which  it  is  impracticable  to  recount  here, 
I  would  like  particularly  to  call  attention 
i  recent  and  quite  comprehensive  statement 
le  by  Secretary  Hull  with  respect  to  the 
k  of  the  Service  in  the  commercial  and 
lomic  field,  which  appeared  in  your  publica- 
i  The  Overseas  Trader  for  March  1937. 
'here  is  only  one  further  point  of  the  many 
ch  I  would  like  to  take  up  with  you  that 
ish  briefly  to  discuss,  and  that  is  the  trade- 
eements  program  upon  which  our  Govern- 
lt  has  embarked.  In  order  to  carry  through 
;  trade-agreements  program  a  separate  Di- 
on has  been  set  up  in  the  Department  of 
te  under  the  immediate  supervision  of  As- 
ant  Secretary  Sayre,  who  is  addressing  the 
mcil  during  its  sessions.  All  the  interested 
artments  of  our  Government,  such  as  Corn- 
ice, Tariff  Commission,  Agriculture,  and 
asury  particularly,  are  cooperating  closely 
this  program,  and  their  representatives  sit 
stantly  and  lend  their  effective  cooperation 
the  committees  which  do  the  actual  work 
the  formulation  of  the  agreements  in  the 
te  Department. 

wonder  if  even  you  who  are  so  interested 
I  so  familiar  with  the  problems  involved  in 
?ign  trade  fully  appreciate  to  what  degree 

prosecution  of  the  trade-agreements  pro- 
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gram  requires  detailed  investigation,  intensi 
preparation,  a  close  study  of  economic  poll 
of  foreign  countries  and  of  practically  eve 
commodity   entering  into   foreign  trade,  ai 
that   all  this   work  requires   the   services 
trained  experts  along  almost  innumerable  lin 
to  safeguard  our  interests.    The  work  involv 
in  connection  with  each  single  agreement 
enormous.      Members    of    foreign    delegatio 
coming  to  Washington  in  connection  with  the 
negotiations  have  been  heard  to  express  amas 
ment  at  the  completeness  of  the  American  i 
formation.     They  have  in  more  than  one  i 
stance  said  that  our  representatives  were  be 
ter  informed  about  foreign  countries  than  we* 
their  own  experts.    What  I  particularly  wi. 
to  bring  out  is  that  all  of  this  work  has  be 
accomplished  without  the  addition  of  a  shi£, 
career  officer  to  the  Foreign  Service,  althouj. 
the  increased  demands  on  the  Foreign  Servii 
for  information  and  studies  have  been  ve- 
large.     Once  again  the  officers  of  the  Servis 
have  risen  to  an  emergency.     It  is  true  tlv, 
the  Department  of  State  has  this  organizatii 
which  has  been  set  up  for  the  purpose  of  6- 
veloping   the  trade-agreements  program,  bj 
the  organization  is,  by  the  specific  terms  : 
the  legislation  creating  it,  temporary  in  cha- 
acter,  and  upon  the  conclusion  of  the  progra, 
in  accordance  with  the  Congressional  manda, 
it  is  to  be  dissolved,  leaving  the  burden  of  kee> 
ing  the  agreements  up  to  date  and  duly  re  vis. 
in  the  regular  organization  of  the  State  I 
partment.     Thus  a  most  important  step  f('j 
ward  in  the  interest  of  American  trade,  as  w\ 
as  a  tremendous  influence  for  peace  throughoi 
the  world,  has  been  prosecuted  with  relative 
little  expense  in  the  Department  of  State 
Washington  and  with  no  additional  expense  f 
the  Foreign  Service. 

And  above  all,  I  think  it  is  significant  i 
note  that  this  program  is  perhaps  the  on 
single,  important,  constructive  element  at  wo: 
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this  disordered  world  to  bring  back  order 
>  dislocated  commercial  markets.  It  is  one 
:he  greatest  single  elements,  it'  not  the  great- 
working  today  for  peace  and  stability, 
is  trade-agreements  program  is,  therefore, 
tort  ant  not  only  because  it  moans  so  much 
I  the  reestablishment  of  our  markets  through- 
|i  the  world  but  because,  in  the  opinion  of 
i  President  and  of  Secretary  Hull  and  I 
ieve  of  all  persons  who  have  given  this  sub- 
t  real  thought,  it  is  the  principal  instrument 
tch  is  working  for  the  maintenance  of  the 
ice  of  the  world  in  a  world  in  which  that 
ice  is  so  definitely  threatened. 

o 
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AGRICULTURE  AND  THE 
RADE-AGREEMENTS  PROGRAM1 

It  is  a  great  pleasure  to  visit  Wisconsin  and 
>  have  this  opportunity  to  participate  in  the 
tate  Convention  of  the  Farmers'  Union  in 
isponse  to  the  invitation  so  generously  ex- 
uded through  Governor  La  Follette.  It  is  all 
le  more  a  pleasure  when  one  recalls  the  high 
lace  which  Wisconsin  has  long  held  among 
ur  States  as  a  forum  for  the  intelligent  dis- 
assion  of  great  public  issues  of  the  day, 

I  welcome  this  occasion  for  discussing  with 

representative  gathering  of  Wisconsin  farm- 
rs  an  issue  which  so  vitally  affects  their  in- 
gests. I  refer  to  the  trade-agreements 
irogram. 

In  June  1934  Congress  enacted  for  a  period 
f  3  years  the  Trade  Agreements  Act,  and  last 
rinter  it  renewed  the  act  for  another  3  years. 
it  the  time  the  act  was  first  passed  our  export 
rade  had  well-nigh  collapsed.  Our  exports 
tad  shrunk  from  $5,157,000,000  in  1929  to 
;l.617,O0O,O0O  in  1933.  The  resulting  loss  of 
>ur  foreign  markets  threatened  disaster  to  our 
tome  producers— both  to  farmers  and  to  wage 
arners. 

Largely  as  a  consequence  of  this  appalling 
hrinkage  of  trade,  millions  of  our  people  were 
vithout  work  and  facing  privation.  Both  in- 
lustry  and  agriculture  were  prostrate.  That 
,vas  the  stark  picture  which  confronted  the 
Government  when  it  undertook  the  unspectac- 
ilar  and  grinding  task  of  rebuilding  our  for- 
eign commerce  upon  secure  foundations. 

In  the  31/2  years  during  which  the  trade- 
igreements   program   has   been   in   operation, 
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solid  progress  has  been  made— more,  indeed 
than  we  had  any  right  to  hope  for.    Trade  agre  I 
ments  have  been  negotiated  with  16  countriej 
which  normally  account  for  nearly  40  percei-' 
of  our  total  foreign  trade.    Concessions  of  gre* 
value  have  been  obtained  for  both  farm  an] 
factory  products.     Other   agreements   are  i| 
process  of  negotiation ;  and  as  the  impediment] 
to  negotiation  wTith  still  other  countries  ai 
gradually  cleared  away,  the  benefits  of  the  pre 
gram  will  be  extended  over  a  widening  segmer 
of  our  foreign  trade. 

If  there  is  one  class  or  group  of  America! 
producers  whose  welfare  is  peculiarly  depenq 
ent  upon  the  maintenance  and  increase  of  foij 
eign  markets,  it  is  our  farmers.     If  our  sun 
plus  cotton  and  tobacco  and  hog  products  car 
not  be  sold  abroad,  these  surpluses  are  throw 
back  onto  glutted  home  markets,  where  the; 
force  down  farm  prices  and  work  widespread 
havoc.    At  the  same  time,  if  American  indus 
trial  producers  lose  foreign  markets,  our  cit; 
workers  are  stripped  of  the  purchasing  powe 
necessary  to  buy   dairy  products,  vegetables 
and  meat,  such  as  you  produce  in  Wisconsir 
In  other  words,  increased  foreign  markets  fo 
industrial  producers  spell  increased  domesti 
purchasing  power  and  hence  increased  domesti 
markets  for  farm  products.    There  is  no  escap 
from  that.    The  economic  welfare  of  farmer 
is  directly  dependent  upon  foreign  trade  unim 
peded  and  unhindered  by  excessive  barriers^ 
And  such  increase.,  of  foreign  trade,  mark  you 
is  the  precise  objective  of  the  American  trade 
agreements  program. 

The  farm  problem  cannot  be  solved  by  in 
creased  tariffs  for  staple  agricultural  commod 
ities,  because  farmers  must  sell  their  staples 
in  world  markets.  In  fact,  increased  tariffs 
work  positive  harm  to  farmers  because  highei 
tariffs  mean  increased  prices  for  many  of  th( 
things  which  farmers  must  buy,  and  they  also 
mean  lessened  foreign  and  domestic  purchas- 
ing power  with  which  to  buy  farm  products. 

There  can  be  no  doubt  that  expansion  oi 


rket  outlets  both  at  homo  and  abroad  is 
jolutely  vital  if  we  are  to  find  a  sound  solu- 
n  of  the  farm  problem;  and  this  is  exactly 
,at  we  are  trying  to  do  through  the  American 
i|e-agreements  program. 
[  believe  the  farmer  has  more  to  gain 
rough  a  vigorous  pushing  forward  of  this 
Ogram  than  any  other  group.  It  is  his  real 
vation.  And  yet  the  irony  of  it  is  that  for 
rtisan  or  other  reasons  men  have  gone  up 
d  down  the  country  throughout  the  farm  belt 
iking  wild  charges  that  the  administration, 
rough  the  trade-agreements  program,  is  sell- 
g  the  farmers  "down  the  river"— charges 
ide  at  the  very  time  when  we  are  trying  to 
jar  the  river  of  the  debris,  the  agricultural 
reckage,  with  which  it  has  been  strewn  ever 
ice  the  passage  of  the  Smoot-Hawley  Tariff 
ct. 

What  is  the  gist  of  these  preposterous 
.arges?  Chiefly,  that  through  trade  agree- 
ents  and  the  lowering  of  tariffs  our  country 

being  flooded  with  foreign  agricultural 
>ods  to  the  ruin  of  our  farmers.  Substantial 
creases  of  agricultural  imports  during  1935 
id  1936  are  cited  to  prove  the  point. 

I,  for  one,  have  confidence  in  the  intelligence 
id  sound  common  sense  of  individual  farm- 
.s_when  they  know  the  facts.     The  trouble 

that  politicians  and  lobbyists  have  so  often 
rwn  misrepresentation  among  them  that  fre- 
.lently  they  have  been  led  to  vote  against  their 
wn  best  interests.  So,  let's  get  at  the  facts, 
[ave  farm  imports  during  1935  and  1936  sub- 

antially  increased? 

Yes,  they  have.  Agricultural  imports  in- 
ceased  from  $821,147,000  in  1934  to  $1,071,- 
30,000  in  1935  and  to  $1,241,808,000  in  1936. 
►ut  this  is  only  part  of  the  story. 

The  truth  is  that  since  the  low  point  of  1933 
ur  whole  foreign  trade  lias  been  increasing, 
oth  exports  and  imports,  to  the  immense  ad- 
antage  of  American  farmers  and  factory 
Torkers. 

It  is  charged,  however,  in  the  first  place,  that 


trade  agreements  were  responsible  for  increas 
in  agricultural  imports  and,  in  the  secor 
place,  that  these  increases  are  ruinous  to  fan 
ers.    Again,  what  are  the  actual  facts? 

Have  the  increased  imports  of  corn,  of  meat 
of  wheat,  of  wool  been  due  in  sober  fact  1 
trade  agreements?  The  answer  is  clear.  ] 
not  a  single  trade  agreement  has  the  gener 
duty  on  any  one  of  these  been  reduced. 

In  fact,  in  the  comparatively  few  agricn 
tural  items  which  have  been  touched  in  trad 
agreements  the  reductions  have  been  so  veil 
moderate,  so  painstakingly  safeguarded  will 
restrictions  and  limitations,  that  these  const- 
tute  almost  a  negligible  factor  in  causing  id 
creased  competitive  agricultural  imports.  F< 
example,  a  calculation  made  with  reference  is] 
the  increase  in  imports  of  foodstuffs  betwee 
the  first  half  of  1935  and  the  same  period  q 
1937  indicates  that  imports  of  dutiable  foo< 
stuffs  not  subjected  to  duty  cuts  increased  tj 
77  percent,  whereas  imports  of  foodstuffs  c 
which  duty  reductions  were  made  increased  q 
less  than  40  percent. 

The  chief  reasons  for  the  increased  impor; 
were,  not  trade  agreements,  but  drought  arj 
economic  recovery.  The  disastrous  and  ui 
precedented  droughts  of  1934  and  1936  burne 
up  our  crops,  caused  severe  shortages,  an 
necessitated  large  imports  of  important  con 
modities,  such  as  corn,  wheat,  fodders  an 
feeds,  meat  products,  barley,  and  tallow — pro< 
ucts  which  we  ordinarily  produce  in  sufficiei 
quantities  not  only  to  supply  our  domest? 
needs  but  also,  in  most  cases,  to  furnish  larg 
surpluses  for  export.  Had  we  not  importe 
these  our  farmers  would  have  faced  famir 
prices  and  there  would  have  been  an  even  moi 
serious  shortage  of  feeds  for  livestock  an 
poultry  on  our  farms.  As  crop  conditions  r( 
turn  to  normal,  however,  imports  of  such  proc 
ucts  are  bound  to  fall  off. 

The  second  reason,  economic  recovery,  mear 
increased  consumption,  increased  need  of  ra^ 
materials  for  processing,  and  increased  price! 


lie  resulting  increased  value  of  imports  was 
mark  of  returning  prosperity  and  should  be 
oause  of  real  rejoicing — not  of  despair. 
It  is  beyond  dispute,  therefore,  that  not  trade 
■eements  but  the  unprecedented  droughts  and 
turning  economic  recovery  were  the  prepon- 
feant  cause  of  the  substantial  recent  increases 
agricultural  imports. 

Next,  is  it  true  that  farmers  have  suffered 
•tual  injury  by  increased  agricultural  imports 
iring  the  past  2  years?  Is  there  anything 
nister  about  these  imports?  Again,  let  us 
tamine  the  facts. 

During  the  year  ending  June  30,  1937,  agri- 
iltural    imports    were    699    million    dollars 
feater  than  in  the  like  period  of  1933-34,  the 
st  year  before   any   trade  agreements  came 
ito  operation.    That,  of  course,  is  an  impres- 
ve  figure  and  one  which  can  easily  be  used  for 
larmist   purposes.     But   when  you   come   to 
tialyze  it,  this  is  wdiat  you  find : 
Out  of  a  total  increase  of  699  million  dollars 
l  agricultural  imports  in  the  3-year  period 
933-31  to  1936-37,  255  million  dollars— over  a 
lircl  of  the  total— is  accounted  for  by  wholly 
oncompetitive   imports,   such   as   coffee,   tea, 
ubber,  and  silk.    Does  any  farmer  complain 
•bout  that?     A  further  141  million  dollars— 
aughly  a  fifth — is  composed  of  major  items 
ffected  by  the  droughts  of  1934  and  1936.    Cer- 
linly  no  one  believes  that  trade  agreements 
;aused  the  droughts.     These  imports  were  of 
ommodities  needed  by  the  farmer  and  were 
•rought  in  mostly  over  high  tariffs  for  his 
enefit— not  to  his  injury.    A  further  45  mil- 
lion dollars  is  accounted  for  by  sugar.    But  im- 
ports of  sugar  are  regulated  by  quota  in  such 
Banner  as  to  reserve  for  domestic  producers  at 
east  as  much  of  our  market  as  they  can  supply 
It  reasonable  prices.    As  a  matter  of  fact,  most 
>f  this  increase  in  the  value  of  sugar  imports 
3  due  to  higher  prices  rather  than  larger  quali- 
fies admitted  to  our  shores.     A  further  178 
;  trillion  dollars  is  made  up  of  important  agri- 
ultural  products  that  we  regularly  import  in 


large  quantities  in  spite  of  high  tariffs.  Thes 
include  articles  such  as  long-staple  cotton,  duti 
able  types  of  wool,  hides  and  skins,  and  wrap 
per  tobacco — products  that  we  cannot  produc 
in  sufficient  quantities,  at  reasonable  costs,  t 
supply  our  domestic  requirements.  That  leave 
only  83  million  dollars  remaining  out  of  th 
total  increase  of  699  million  dollars.  And  whe 
one  carefully  examines  this  remaining  83  mi 
lion  dollars,  one  finds  that  it  is  divided  amon 
a  large  number  of  small  items  which  proper! 
fall  in  one  or  another  of  the  foregoing  group; 

What  the  whole  matter  boils  down  to  is  this 
If  the  increases  in  imports  be  analyzed,  on 
finds  that  reduced  duties  through  trade  agree 
ments  have  played  but  an  insignificant  pan 
The  increase  in  imports,  except  as  it  was  du 
to  drought  shortages,  was  the  result  ver 
largely  of  economic  recovery — something  fo 
which  all  of  us  should  be  thankful.  Nobod 
has  been  "sold  down  the  river." 

Let  me  go  further.  Not  only  has  there  bee 
no  injury  to  farmers  through  trade  agret 
ments.  They  have  brought  to  him  posith- 
help — help  in  the  form  of  substantial  conces 
sions  secured  abroad  for  the  farm  surplusc 
which  he  must  sell,  and  help  in  the  form  of  ir 
creased  foreign  purchasing  power  for  Amer 
can  exports.  Of  our  total  agricultural  export 
to  trade-agreement  countries,  we  have  secure 
duty  and  tax  reductions  and  liberalization  a 
import  quotas  on  about  one-third  (to  use  th 
1929  figures)  and  have  bound  existing  dutie 
against  increase  on  almost  another  third.  Cai 
ada,  which — contrary  to  the  general  impre? 
sion — is  a  large  importer  of  farm  product 
from  the  United  States,  reduced  her  duties  o 
about  125  agricultural  and  horticultural  proc 
ucts.  The  concessions  obtained  in  this  an 
other  agreements  have  already  resulted  in  ir 
creased  exports  of  many  farm  products  an 
have  opened  the  way  for  other  increases  whe 
crop  conditions  return  to  normal  and  surplus 
are  available  for  export. 

But  the  concessions  which  Ave  obtain  fror 


>reign  countries  in  the  form  of  lowered  tariff 
iul  other  import  restrictions  on  farm  products 
re  only  a  part  of  the  picture.  The  enlarged 
omestic  markets  which  result  from  the  pro- 
ram  are  of  the  utmost  importance.  Many 
nierican  fanners,  for  instance,  have  been  able 
)  sell  more  meat  and  more  dairy  products  to 
.merican  consumers  because  of  increased  pay 
)lls  and  increased  business  in  those  industries 
*  which  we  secured  industrial  concessions  in 
ic  Canadian  trade  agreement.  The  increase  in 
sports  of  manufactured  products  that  results 
foni  the  operation  of  the  trade-agreements 
rogram  is  inevitably  reflected  in  a  better  mar- 
et  at  home  for  products  of  farm  and  factory. 
jk!  this  is  often  very  substantial.  Can  there 
e  any  doubt  that  the  decline  of  over  two  and  a 
alf  billion  dollars  in  our  industrial  exports 
etween  1929  and  1933  contributed  heavily  to 
lie  collapse  of  the  domestic  market  for  farm 
roducts  ? 

Up  to  this  point  I  have  been  speaking  in 
3rms  of  agriculture  as  a  whole.  Now  let  me 
ome  a  little  closer  to  uhome"  by  pausing  to 
onsider  what  this  trade  program  means  to 
Visconsin. 

Wisconsin  has  a  very  real  stake  in  the  resto- 
ation  of  foreign  markets.  The  figures  are 
ather  startling.  It  is  estimated  that  between 
929  and  1932  there  was  a  decline  in  exports  of 
Wisconsin  products  from  125  million  dollars  to 
4  million  dollars.  To  this  striking  loss  must 
e  added  the  decline  in  Wisconsin's  sales  to 
ther  States  resulting  from  the  loss  of  export 
utlets  suffered  by  these  other  States.  We  have 
>een  winning  back  some  of  these  export  out- 
sfes.  We  have  obtained  numerous  concessions 
eopening  markets  for  industrial  products,  some 
f  which  are  of  distinct  interest  to  Wisconsin : 
terns  such  as  automobile,  parts;  tractors  and 
ther  agricultural  machinery  and  implements; 
•aper  products ;  batteries ;  calculating  machines ; 
ash  registers ;  electric  motors ;  metal  furniture ; 
arious  types  of  mining,  manufacturing,  and 
>ther  machinery ;  leather  and  leather  products ; 


paints  and  varnishes;  refrigerators,  and  so  on 
Our  reports  indicate  that  Milwaukee  and  othei 
industrial  centers  have  definitely  benefited  fron 
the  revival  in  exports  of  various  of  these  prod 
ucts  and  that  trade  agreements  have  been  q 
contributing  factor.  And,  as  I  have  already, 
said,  increased  pay  rolls  in  industrial  centers! 
inevitably  result  in  increased  purchases  of  f  am 
products  and  therefore  increased  farm  income 

But  I  realize  full  well  that  the  all-import  an 
element  in  Wisconsin's  economy  is  the  dair^ 
industry.  Has  the  trade-agreements  progran 
injured  the  dairy  industry? 

Our  critics  have  loudly  claimed  that  it  has- 
They  have  pointed  to  the  increase  of  imports  h 
1936  following  the  coming  into  force  of  th 
Canadian  trade  agreement  in  January  of  thai 
year  and  the  decline  in  Cheddar  prices  durin; 
the  ensuing  winter. 

I  can  think  of  no  better  example  than  Ched 
dar  cheese  to  illustrate  the  ease  with  whicl; 
farmers  may  be  led  astray  on  this  question  o 
trade  agreements  through  statements  tha 
neglect  all-important  facts.  What  our  critic 
did  not  point  out  was  that  imports  of  Chedda, 
even  after  1936  have  amounted  to  only  1  or  I 
percent  of  our  production  and  consequently  ar 
not,  and  never  have  been,  large  enough  to  hav 
any  appreciable  effect  on  prices.  The  declin 
in  price  which  they  seized  upon  in  1936  wa 
purely  seasonal;  after  May  the  price  begai 
going  up,  reaching  17.6  cents  in  August  an 
never  again  falling  to  the  May  1936  level.  Fa 
the  entire  year  1936  it  averaged  15.3  cents.  Cor 
trast  this  with  1932,  when  the  price  average* 
around  10  cents  a  pound.  Meanwhile,  our  dc 
mestic  production  of  Cheddar  in  1936  reache* 
an  all-time  high  of  494  million  pounds. 

Of  course  the  dairyman  sells  milk,  no 
cheese.  And  when  you  come  to  consider  th 
effect  of  Cheddar  imports  upon  the  price  o 
milk,  their  significance  becomes  infinitesimal 
The  whole  national  milk-price  structure  i 
closely  interrelated,  and  only  4  or  5  percent  ol 
our  milk  goes  into  cheese.    Obviously,  any  de 


ttase  in  milk  prices  caused  by  a  slight  increase 
f  cheese  imports  would  be  too  microscopic  to 
4  soon  even  with  a  magnifying  glass. 

What  really  matters  to  the  dairyman  and  to 
ho  farmer  is  not  the  amount  of  imports  coin- 
nix  into  the  country  but  the  amount  of  income 
vhich  he  receives.  In  L932,  when  the  Snioot- 
twley  Tariff  Act  had  shut  out  almost  every 
)Oimd  of  Cheddar,  when  producers  enjoyed 
•9.84  percent  of  the  domestic  market,  Cheddar 
vas  selling  for  only  10  cents  a  pound,  and 
he  gross  income  of  the  industry  was  but  37 
nillion  dollars.  In  1936  Cheddar  prices  aver- 
iged  15.3  cents,  and  the  gross  income  of  the  in- 
lustry  was  over  75  million  dollars.  This  year 
t  is  running  even  higher. 

Similarly,  in  1933  total  farm  income  through- 
mt  the  country  was  $6,128,000,000,  exclusive 
)f  benefit  payments.  Last  year  it  was  $9,050,- 
)00,000.  That  is  what  tells  the  story.  Do  any 
:armers  want  to  go  back  to  the  days  of  1932? 

Prosperity  for  the  farmer  depends  not  on  the 
>hare  of  the  domestic  market  which  he  enjoys 
:>ut  on  the  price  of  farm  products  and  how 
nuch  of  these  he  can  sell.  He  is  far  more 
orosperous  with  a  substantial  share — say  80  or 
r)0  percent — of  a  large  market  than  with  100 
oercent  of  a  shrunken  market. 

An  embargo  on  all  imports  is  not  the  way  to 
prosperity.  High  prices  do  not  come  through 
stagnation  of  trade.  Prices  are  high  when 
orade  is  brisk  and  when  increased  pay  rolls 
make  possible  increased  purchases  of  the  prod- 
ucts of  farm  and  factory.  Indeed,  few  indus- 
tries are  so  sensitive  to  upswings  and  down- 
swings of  consumer  buying  power  as  the  dairy 
industry.  It  is  a  well-known  fact  that  for 
years  the  movement  of  butterfat  prices  and  in- 
dustrial pay  rolls  has  been  in  striking  unison. 

What  most  profits  the  farmer  and  the  dairy- 
man is  a  general  rise  in  standards  of  living  for 
the  masses  of  the  people,  particularly  those  in 
the  lowest  income  groups.  And  such  a  general 
rise  in  standards  of  living  comes  with  increased 
foreign  markets  for  the  sale  of  our  farm  and 
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factory  surpluses,  with  increased  foreign  pui 
chasing  power,  with  increased  production  o: 
both  sides  of  the  ocean.  That  is  the  objectiv 
of  trade  agreements. 

Before  I  close  I  want  to  say  one  word  abou 
a  matter  of  infinite  importance  to  farmers,  t 
factory  workers,  to  mill  owners,  to  every  Amei 
ican  citizen.  If  we  are  to  have  prosperity  w 
must  have  peace.  And  we  will  never  be  secur 
in  peace  unless  and  until  sound  economic  four, 
dations  are  built  for  it. 

If  trade  barriers  grow  to  impassable  height 
and  ordinary  processes  of  trade  break  dowr 
how  can  nations  secure  the  foodstuffs  and  ra^ 
materials  necessary  for  their  economic  life  am 
for  the  lives  of  their  people?  How  can  na 
tional  populations  sell  their  surplus  product 
and  thereby  gain  the  wherewithal  to  live  ?  Me: 
will  fight  before  they  starve.  Uneconomi 
trade  barriers  forge  the  thunderbolts  of  war. 

The  trade-agreements  program  is  importarj 
because  it  means  building  secure  foundation 
for  the  prosperity  of  the  farmer  and  the  fac 
tory  worker.  But  its  true  significance  is  mud 
more  profound.  It  means  building  secure  four 
dations  for  peace. 
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HOW  TRADE  AGREEMENTS 
ARE  MADE1 

It  is  a  great  pleasure  to  me  to  be  here  with 

■on  and  (o  say  a  few  words  on  a  subject  so 
lose  to  your  hearts  and  mine — the  problem  of 
mproving  our  foreign  trade.  You  know  as 
re  11  as  I  that  the  reduction  of  excessive  trade 
■Tiers  and  the  elimination  of  trade  discrimi- 
lations  offer  the  only  sure  foundation  alike  for 
vorkl  peace  and  for  the  improvement  of  Amer- 
can  foreign  trade ;  and  both  of  these  are  vital 
lecessities  if  we  are  to  maintain  our  domestic 
fcsperity.  Even  in  peace  time,  if  we  lose  our 
breign  markets  for  cotton,  for  lumber,  or  for 
■ny  one  of  a  number  of  major  industrial  ex- 
>orts,  large  sections  of  our  country  must  face 
lisaster.  Upon  these  fundamentals  I  need  not 
Iwell  tonight.  Instead,  I  want  to  take  you 
>ehind  the  scenes,  as  it  were,  and  tell  you  some- 
hing  of  the  process  by  which  trade  agreements 
ire  made  for  the  attainment  of  these  basic 
)bjectives. 

When  the  Trade  Agreements  Act  was  passed 
n  1934  the  first  question  which  confronted  us 
vas  a  very  practical  one:  What  was  the  most 
effective  kind  of  machinery  which,  could  be  de- 
mised for  carrying  out  the  infinitely  difficult  and 
complex  task  of  negotiating  trade  agreements? 

Two  alternatives  presented  themselves.  We 
night  have  gone  to  work  drawing  up  overnight 
irbitrary  charts  and  blueprints  setting  up  an 
elaborate  independent  organization  for  dealing 
>vith  foreign-trade  problems  and  for  negotiat- 
ng  trade  agreements.  But  we  could  not  ignore 
;he  fact  that  established  governmental  agencies 
were  already  working  in  the  field  and  that  such. 
i  course  would  have  meant  serious  overlapping 

1  Address  by  the  Honorable  Francis  B.  Sayre,  Assist- 
int  Secretary  of  State,  at  the  World  Trade  Dinner, 
Hotel  Statler,  Cleveland,  Ohio,  Nov.  4,  1937. 
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and  endless  confusion.  Therefore  we  adopted 
the  other  alternative;  we  built  up  a  carefulhl 
integrated  organization  among  and  between  th(! 
departments  so  as  to  make  full  use  of  the  lond 
experience,  ripe  knowledge,  and  tried  capacity 
of  the  experts  who  for  many  years  have  beei'i 
handling  foreign-trade  problems.  Thus,  varij 
ous  interdepartmental  committees  were  set  uj 
and  intermeshed  for  handling  the  specifl 
problems  as  they  arose. 

Out  of  this  interdepartmental  organizatioi 
has  grown  a  spirit  of  close  cooperation  betweei,, 
the  various  Government  departments  and  agen, 
cies — a  spirit  which  is  in  itself  somewhat  uniqm 
and  wholly  refreshing.  In  place  of  the  petty 
jealousies  which  at  times  mar  the  interact ioi] 
of  governmental  agencies,  there  exists  today  i 
spirit  of  common  enterprise  in  pushing  to  com; 
pletion  good  trade  agreements  that  goes  far  11 
make  the  work  a  success.  Week  after  week  w< 
sit  together  working  out  common  problems  anc 
overcoming  common  difficulties.  Through  this, 
close  association  of  men  from  different  depart1 
ments  has  grown  an  intimate  understanding 
which  mows  down  all  difficulties.  Time  aftei 
time  we  straighten  out  over  the  telephone  mis, 
understandings  which  under  other  circumstan 
ces  might  lead  to  weeks  of  tortuous  and  embit 
tered  interdepartmental  correspondence. 

Another  problem  which  we  faced  at  the  outse 
was  how  we  could  tap  in  a  practical  way  th< 
vast  reservoir  of  facts  and  information  posj 
sessed  by  men  in  the  actual  mills  of  business' 
so  as  to  make  doubly  sure  that  our  negotiation: 
and  our  agreements  would  rest  upon  realistic 
practical  foundations.  To  aid  in  this,  the  Presi 
dent  by  Executive  order  created  a  special  group 
known  as  the  Committee  for  Reciprocity  In 
formation,  to  serve  as  a  constant  liaison  be 
tween  Government  and  business  in  the  work  o: 
negotiating  agreements.  Realizing  that  demo 
cratic  administrative  processes  can  functioi 
well  only  if  there  be  available  full  informa 
tion  from  interested  sections  of  the  public,  w( 
have  constantly  striven  to  improve  the  effec 
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mess  of  this  Committee,  both  in  its  person 
and  its  procedure.  For  the  most  effective 
nits,  however,  we  need  constant  and  detailed 
tperation  from  people  like  yourselves. 
jiformed  members  of  the  public,  intimately 
tainted  with  our  foreign  commerce  and  pos- 
ing a  first-hand  knowledge  of  trade 
I  industrial  facts,  must  bear  in  mind  their 
inite  civic  responsibility  to  make  their  infor- 
tion  available  to  us  and  in  this  way  to  help 
our  constant  endeavor  to  bring  to  life  the 
id  bones  of  official  statistics.  In  all  frank- 
>s  let  me  say  that  time  and  time  again  we 
re  secured  such  information  only  with  the 
jatest  difficulty.  All  too  often  briefs  are  filed 
i  oral  arguments  made  which  contain  little 
•re  than  unsubstantial  forebodings  of  ruin  if 
y  reduction  is  made  in  this  or  that  tariff  rate, 
liat  we  need  are  substantial  facts,  and  not 
re  unreasoning  fears. 

Unhappily,  every  time  an  important  trade 
reement  is  announced,  reports  are  circulated 
it,  unless  sufficient  pressure  can  be  brought 
'Washington  to  defeat  the  administration's 
farious  designs,  certain  duties  will  be  disas- 
>usly  cut,  certain  industries  will  stare  ruin  in 
}  face,  and  untold  thousands  of  American 
'■rkmen  will  walk  the  streets.  Whether  cir- 
lated  by  speculators  to  depress  prices,  by 
rhly  paid  lobbyists  for  selfish  gain,  or  by 
smanaged  businesses  to  shift  the  blame  for 
luced  operations  onto  government,  such  re- 
rts,  often  based  upon  stark  misrepresentation, 
\m  wide  credence  and  spread  needless  fear, 
le  greatest  service  which  business  groups  can 
ider  to  themselves  as  well  as  to  the  Govern- 
int  is  to  use  every  influence  to  counteract  such 
oundless  rumors  and  alarms. 
Against  this  background  of  general  aims  and 
ministrative  policies,  what  I  should  like  to 
|  tonight  is  to  give  you  a  picture  of  what 
tually  takes  place  when  a  trade  agreement  is 
ing  wrought  into  shape.  I  particularly  want 
■u  to  see  the  picture  in  its  true  proportions, 
r  you  and  others  like  you  can  help  us  im- 


mensely  in  the  successful  achievement  of  01 
common  objective. 

Let  me  introduce  you  first  to  the  Trac 
Agreements  Cpjonnittee,  an  interdepartment* 
group  composed  of  some  of  the  Government 
highest  and  most  experienced  permanent  ofi 
cials.  This  Committee  has  general  supervisio 
over  the  drawing  up  of  trade  agreements.  Pr< 
sided  over  by  the  Chief  of  the  Trade  Agret 
ments  Division  of  the  Department  of  State,  il 
membership  includes  high  officials  from  ft 
State  Department,  the  Tariff  Commission,  ft 
Department  of  Commerce,  the  Department  c 
Agriculture,  the  Treasury  Department,  and  tr 
A.  A.  A.  Its  members,  mature  men  of  teste! 
judgment  and  expert  knowledge,  have  bee] 
studying  foreign-  and  domestic-trade  probleir 
for  years. 

Let  us  suppose  that  the  DepartmMit  of  Stal 
believes  that  the  time  is  ripe  for  the  negotiatio 
of  a  profitable  trade  agreement  with  Countr 
X,  and  that,  as  a  result  of  general  conversation 
that  country  has  indicated  its  willingness  t 
consider  making  a  trade  agreement  based  upo 
the  general  principles  of  equality  of  treatmer 
and  elimination  of  trade  discriminations.  Tl 
Trade  Agreemeju^sDiy|sion  of  the  Departmei 
of  State  thereupondraws  up  memoranda  en 
bodying  its  proposals;  and  these,  if  approve; 
by  a  small  subcommittee  of  the  Trade  Agre< 
ments  Committee,  are  then  formally  laid  bef oi 
the  latter  for  extended  consideration  and  dij. 
cussion.  The  wide  range  of  discussion  at  the* 
meetings  reveals  the  many  different  angles  c 
approach,  the  expert  knowledge,  and  tr 
breadth  of  vision  of  the  various  members  c 
the  Committee.  Questions  of  far-reaching  in 
port  covering  the  whole  field  of  our  econom: 
relations  with  Country  X  are  flung  back  an 
forth.  What  will  be  the  indirect  effects  resuli 
ing  from  different  tentative  proposals  upo 
various  domestic  industries  ?  What  concessior 
might  we  hope  to  get  in  view  of  the  politic* 
and  economic  conditions  prevailing  in  X?    3 


hat   country   has  a  system  of  quotas  or  i  \ 

•hange  control,  what    would   be  the  chances  of 

■tabling  equality  of  treatment  and  expansion 
>f  trade'  What  trade  barriers  could  we  our- 
selves reduce  safely  in  return? 

If,  as  a  result,  the  proposal  stands  up  under 
,his  heavy  fire,  the  Trade  Agreements  Commit- 
ee  then  approves  it  and  sets  up  a  special  sub- 
©mmittee,  known  as  the  Country  Committee, 
o  undertake  a  detailed  analysis  of  our  trade 
•elations  with  Country  X.  At  this  point  be- 
gins the  heaviest  work  of  all.  The  Country 
Committee  is  composed  of  experts  chosen  with 
great  care  from  the  various  governmental  de- 
partments and  agencies  as  the  ones  most  famil- 
ar  with  the  articles  entering  into  our  trade 
ivith  the  country  concerned  and  with  the  eco- 
lomic  and  other  conditions  prevailing  there. 

They  settle  down  to  a  painstaking  work  oc- 
cupying weeks  and  often  months.  Commodity 
oj  commodity,  they  study  all  the  ins  and  outs 
3f  the  entire  trade  between  the  two  countries 
ind  the  nature  and  peculiarities  of  the  domes- 
tic production  of  each.  Needless  to  say,  parti- ^ 
san  or  purely  political  considerations  play  no  *"*, 
part  throughout  this  long  study.  The  sole 
criterion  of  decision  is  economic  cause  and 
affect;  the  sole  objective  is  improvement  of 
Ajnerican  commerce,  foreign  and  domestic, 
from  the  viewpoint  not  of  a  single  section  but 
of  the  country  as  a  whole. 

The  representative  of  the  Department  of 
Commerce  assumes  responsibility  for  having 
detailed  studies  prepared  of  the  articles  which 
we  export  to  the  designated  country.  In  the 
same  way  the  Tariff  Commission  representative 
is  charged  with  the  duty  of  having  equally  de- 
tailed studies  prepared  of  our  imports  from 
that  country.  The  Department  of  Agriculture 
representative  contributes  special  studies  on 
agricultural  items.  Any  commodity  which 
proves  to  be  of  crucial  importance  is  referred 
for  special  study  to  a  separate  commodity  sub- 
committee.    Similarly,  technical  questions  of 
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exchange  control,  import  quotas,  and  the  like 
which  may  be  of  particular  significance  in  tht 
economic  policy  of  the  country  concerned,  art 
referred  to  standing  subcommittees  of  expert 
specially  familiar  with  those  subjects. 

These  various  subcommittees  meet  continui 
ously,  day  after  day  and  often  night  aftei 
night.  Into  their  mills  constantly  is  pourec 
additional  material  gathered  by  the  Commit tei 
for  Reciprocity  Information.  From  the! 
studies  and  reports  grows  a  profound  under 
standing  of  the  particular  trade  between  th< 
two  countries,  with  all  its  hindrances,  its  posi 
sibilities  for  improvement,  and  its  limitations 
The  Belgian  Country  Committee,  to  cite  a  con 
crete  example,  put  forth  ten  or  eleven  massiv< 
volumes  of  detailed  studies  and  reports  01 
articles  covered  by  Belgian-American  trade! 
and  other  country  committees  in  like  proporj 
tion.  ®Out  of  this  vast  work  also  come  two  del 
tailed  schedules  of  proposed  concessions  whicl 
have  been  fought  and  bled  over — Schedule  ij 
of  proposed  concessions  which  we  desire,  and 
Schedule  II,  of  those  which  we  might  be  willj 
ing  to  consider  granting  in  return.  Before 
any  concession  is  proposed  it  has  been  con 
sidered  from  every  conceivable  angle;  if  ai 
import  concession,  for  instance,  it  is  examinee 
in  the  light  of  our  past  tariff  treatment  of  thi 
commodity,  of  the  proportion  of  imports  t( 
domestic  production,  of  the  status  and  condi 
tions  of  its  domestic  production,  of  the  effect; 
upon  domestic  production  of  competition  frori 
the  country  under  consideration  and  from  al( 
other  countries,  and  of  possible  effects  upoi1 
allied  or  competing  domestic  industries. 

When,  after  weeks  or  months  of  intensive 
work,  these  schedules  have  been  agreed  to,  the? 
are  then  submitted  to  the  full  Trade  Agree 
ments  Committee  for  its  separate  consid 
eration  and  decision.  Again  the  proposals  an 
debated  and  battled  over,  this  time  by  official! 
who  have  in  mind  collateral  economic  con 
siderations  and  high  policy  as  well  as  detailec 
immediate  objectives. 


In  the  meantime,  while  all  this  work  is  pro- 
Iding,    supplemental    Information    is    being 
Bghl    from   private  Interests.     Once   it    lias 
ma  decided  to  begin  definite  negotiations,  and 
■ore  committee  recommendations  haw  bcen^v. 
fcnulated,   the   Secretary   of   State   issues  a^ 
iiblic  notice  that  he  contemplates  such  a  step,-^g 
■  at  the  same  time  biterested  private  per-     ^£ 
>ns  are  invited  to  suggest  to  the  Committee        y 
i>r    Reciprocity     Information    the    products 
hieh  in  their  opinion  should  be  dealt  with. 
ike  the  Trade  Agreements  Committee,  this 
uportant    Committee   is   composed    of   high- 
inking  permanent  Government  officials,  many 
:  whom  are  also  members  of  the  Trade  Agree- 
lents  Committee.     Its  chairman  is  the  Vice 
hairman  of  the  Tariff  Commission ;  its  offices 
*e  in  the  Tariff  Commission,  and  its  hearings 
-e  held  there. 

After  the  information  thus  secured  has  been 
msidered,  a  second  notice  is  issued  announc- 
\g  the  intention  to  negotiate  and  giving  a  list 
E  commodities  as  to  which  the  granting  of 
>ncessions  will  be  considered.  At  the  same 
me  a  date  is  set,  usually  6  weeks  later,  at  any 
me  before  which  interested  persons  are  asked 
»  present  their  views  in  writing.  The  object 
f  advance  announcement  of  the  list  of  com- 
modities is  to  obviate  the  necessity  of  filing 
'iefs  covering  those  other  commodities  which 
iter  into  the  trade  between  the  two  nations 
at  which  for  one  reason  or  another  are  cer- 
in  not  to  be  touched  in  the  trade  agreement. 
}et  me  emphasize,  however,  that  by  no  means 
ill  every  commodity  named  in  this  list  be  the 
ibject  of  an  eventual  concession. 
'  Finally,  a  third  opportunity  is  given  inter- 
red persons  to  present  their  views — this  time 
:■  oral  hearings  before  the  Committee  for  Rec- 
>rocity  Information. 

Believe  me,  the  presentation  of  views  to  this 
ommittee  by  written  brief  or  by  oral  state- 
ient  is  not  wasted  effort.  All  the  briefs  and 
i resent ations  are  carefully  digested;  these  di- 
ists,  together  with  the  original  briefs,   are 
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promptly  sent  to  the  various  departments  an 
to    the    departmental    representatives    on    the 
Country  Committee,  where  the  views  thus  pre-u 
sented  are  thoroughly  weighed  and  analyzed,! 
before  final  recommendations  are  formulated  i 

There  is  certainly  nothing  of  the  Star  Cham-: 
ber  about  a  procedure  that  affords  to  all  suck 
full  opportunity  for  public  presentation  oirt 
their  views.  On  the  contrary,  private  individ-li 
uals  interested  in  tariff  adjustment  have  largenj 
opportunity  than  ever  before  not  only  to  preijj 
sent  their  views,  but  to  have  them  honestly  aBoJ 
painstakingly  considered  by  competent  men 
whose  single  and  devoted  purpose  is  to  protect, 
and  promote  the  interests  of  the  entire  country  ■; 

Finally,  when  in  the  light  of  the  studies  oil 
the  Country  Committee  and  of  the  views  pre 
sented  through  the  Committee  for  Reciprocity 
Information,  the  Trade  Agreements  Committed 
has  approved  the  schedules  of  proposed  com 
cessions  to  be  requested  and  to  be  granted,  tbtf 
Committee's  recommendations  are  presented  t< 
the  Secretary  of  State  and  to  the  President. 

During  all  this  time  there  has  been  a  constant 
interlocking  of  the  work.  While  the  Country 
Committee  and  other  subcommittees  are  wres 
tling  with  various  specific  problems,  the  Trad 
Agreements  Committee  is  considering  the  ques 
tions  of  larger  policy  involved.  At  the  sam 
time  briefs  and  letters  are  coming  in  to  th 
Committee  for  Reciprocity  Information,  an> 
this  information  is  continuously  turned  ove 
to  all  the  departments,  committees,  or  indivicj 
uals  directly  concerned,  and  constantly  in 
fluences  important  decisions.  The  attack  goe 
forward  on  a  widely  extended  front. 

After  tentative  plans  and  proposals  are  ap 
proved  by  the  Secretary  of  State  and  by  th 
President,  the  way  is  then  clear  to  begin  forma 
negotiations  with  the  other  country  within  th 
limits  of  the  approved  proposals.  This  is  on 
of  the  most  delicate  tasks  of  all.  Preliminar 
conversations  involving  general  principles  bu 
without  commodity  discussions  or  commitment 
on  either  side  have  in  most  cases  already  take 


ace.  Now  come  iu'w  problems  and  new  difli- 
Ities  of  mory  conceivable  kind.     Proposals 

I  mot  by  counterproposals;  now  formulas 
Ire  to  be  found  for  meeting  unforeseen  dim- 
ities. While  we  are  in  the  very  midst  of 
he  hair-trigger  negotiations,  seeking  to  win 
i  agreement  of  real  profit  to  both  sides, high- 
leered  lobbyists  make  their  voices  heard 
loughout  the  country,  using  every  device  to 
■eat  or  upset  the  agreement.  Pressure  is 
■Might  against  members  of  Congress;  Wash- 
igton  is  deluged  with  inspired  letters  and  tele- 
Ims.  The  country  rings  with  the  protests  of 
>ecial  interests;  unhappily,  few  seem  suffi- 
entty  concerned  to  speak  for  the  interests  of 
ie  consumer  or  of  the  Xation. 

In  spite  of  the  enormous  difficulty  and  com- 
lexity  of  the  task  and  of  the  obstacles  which 
lly  too  frequently  have  been  thrown  in  its 
ay,  our  machinery  has  functioned  effectively. 
7e  have  successfully  negotiated  to  date  16 
•ade  agreements  with  countries  whose  trade 
ith  us  constitutes  almost  40  percent  of  our 
>tal  foreign  trade.  One  cannot  accurately 
easure  the  precise  effects  of  trade  agreements 
j  increases  in  foreign  trade ;  too  many  extrane- 
is  and  independent  factors  enter  in.     But  we 

II  know  that  during  the  first  8  months  of  the 
resent  year,  whereas  our  exports  to  non-trade- 
*reement  countries  increased  over  a  similar 
3riod  in  1936  by  33.4  percent,  exports  to  trade- 
^reement  countries  increased  by  44.9  percent. 

From  what  I  have  said  it  must  be  clear  that 
ie  United  States  has  never  in  the  past  had  such 
careful  and  expert  method  of  dealing  with 
roblems  of  foreign  trade.  Never  before  has 
ie  consideration  of  tariff  matters  been  so  free 
?om  log  rolling  and  politics;  objective  facts 
id  unanswerable  economics  have  taken  the 
lace  of  partisan  manipulation.  Whatever  may 
i  said  in  favor  of  or  against  the  trade-agree- 
ents  program,  one  fact  cannot  be  denied: 
3ver  before  has  our  commercial  policy  been 
aided  so  largely  by  the  interests  of  the  country 
3  a  whole  rather  than  by  purely  local  or  sec- 
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tional  interests.  These  facts  are  thoroughly 
appreciated  by  those  who,  because  of  clear 
vision,  adequate  understanding  of  the  facts,  and^ 
full  realization  of  the  benefits  conferred  upon 
the  country  by  the  trade-agreements  program, 
have  given  our  efforts  invaluable  support.  As 
experience  accumulates,  these  facts  are  becom- 
ing more  and  more  widely  recognized  by  those 
who,  because  of  inadequate  knowledge  of  the 
facts  and  the  influence  of  misleading  propa- 
ganda unleashed  by  selfish  interests,  have 
opposed  the  program. 

Our  machinery  is  not  perfect.  We  are  always 
trying  to  iron  out  such  imperfections  as  become 
apparent.  But  we  are  following  a  process 
which  is  thoroughly  democratic  and  thoroughly 
American  in  the  best  sense  of  that  word.  And 
it  is  a  process  which  is  demonstrably  making  an 
important  contribution  to  economic  improve- 
ment in  our  country  and  to  the  strengthening 
of  peace  throughout  the  world. 
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0  WORLD  PEACE— THROUGH 
WORLD  TRADE 

In  every  country  today  people  are  longing 
>r  a  world  of  stability  and  order  in  which 
Hal  advance  and  business  enterprise  can  be 
lade  secure  against  the  anarchy  and  profound 
•agedy  of  war.  The  recent  announcement  of 
;ade-agreement  negotiations  between  Great 
iritain  and  the  United  States  has  been  seized 
pon  as  the  harbinger  of  new  hope  to  a  dis- 
ouraged  world.     Is  such  hope  justified? 

The  real  significance  of  an  Anglo-American 
rade  agreement  lies  in  its  importance  as  a 
lajor  step  in  the  American  trade-agreements 
•rogram  for  opening  up  markets  and  liberaliz- 
ng  trade  practices  throughout  the  world.  It 
rill  mean  that  a  significant  effort  by  our  coun- 
ry  to  meet  the  disastrous  effects  of  the  break- 
down of  international  trade  in  1929-1932  is 
>roving  intensely  practical. 

1 

One  of  the  fundamental  reasons  for  the  pas- 
age  of  the  Trade  Agreements  Act  was  dire 
lomestic  need.  Between  1929  and  1933  the 
rade  highways  of  the  world  had  become 
docked  with  impassable  barriers.  During 
hose  years  the  value  of  American  exports  fell 
Tom  $5,157,000,000  to  $1,647,000,000.  The  re- 
sulting repercussions  throughout  our  domestic 
iconomy  threatened  disaster. 

The  United  States  must  normally  sell  abroad 
ibout  three-fifths  of  its  cotton  crop,  a  fifth  of 
ts  wheat,  two-fifths  of  its  leaf  tobacco,  a  third 
;>f  its  lard,  a  third  of  its  rice,  almost  half  of 
ts  dried  fruits,  as  well  as  enormous  quantities 
)f  automobiles,  agricultural  and  other  machin- 
ry,  typewriters,  radios,  and  the  like.     Every 
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loss  of  a  foreign  market  means  reduced  Ame 
ican  employment,  reduced  domestic  purchash 
power,  economic  dislocation  and  suffering.  I 
for  instance,  the  sales  abroad  of  American  cc; 
ton  are  seriously  curtailed,  not  only  are  cotto 
planters,  pickers,  ginners,  and  transport  wor< 
ers  thrown  out  of  work,  but  cotton  markets 
home  are  flooded  with  unsalable  surpluses  ai, 
cotton  prices  thus  forced  down  to  levels  whi^ 
work  disaster  throughout  the  South. 

It  was  indeed  enlightened  self-interest  f< 
the  Nation  that  led  Congress  in  1934  to  pa, 
the  Trade  Agreements  Act  for  the  purpose 
expanding  foreign  markets  for  the  produc, 
of  the  United  States.  The  success  of  the  mea, 
ure  has  been  very  marked.  Since  its  passag 
16  trade  agreements  have  been  made  wi^ 
countries  whose  trade  embraced  about  38  pe 
cent  of  the  total  foreign  trade  of  the  Unite 
States.  By  means  of  these  agreements  trac 
barriers  have  been  reduced  and  valuable  coi 
cessions  obtained.  We  are  regaining  foreig 
markets  once  lost  and  are  in  the  process  c 
building  up  new  ones.  Whereas  the  total  fo; 
eign  trade  of  the  United  States  with  noi 
trade-agreement  countries  increased  in  19<j 
over  1935  by  9.2  percent,  that  with  trad* 
agreement  countries  increased  by  18.2  pe: 
cent.  Whether  measured  in  dollars-and-cenl 
profits  to  American  producers,  in  increased  en, 
ployment  for  farmers  and  factory  workers,  c 
in  increased  pay  rolls  and  consequent  highe 
domestic  purchasing  power,  the  trade-agre* 
ments  program  has  already  contributed  sul 
stantially  to  American  economic  recovery. 

Closely  interknit  with  the  whole  trade-agre* 
ments  program  is  the  farm  problem.  Th 
heart  of  the  American  farm  problem  is  simpl 
to  state.  Our  soil  produces  greater  amount 
of  staple  crops  than  we  can  sell  in  our  owl 
country.  How  can  farmers  get  paid  for  thes 
surpluses?  In  other  words,  how  can  farmer 
engaged  in  producing  surplus  crops  secure  a] 
adequate  living  wage? 


3 

From  the  long  point  of  view,  the  only  thor- 
ohlv  satisfactory  and  sound  solution  is  the 
tiding  up  of  increased  markets  at  home  and 
road  for  our  agricultural  surpluses.  For 
e  achievement  of  this  objective  one  method 
'rrently  proposed  is  to  increase  our  exports 
rough  the  payment  of  export  subsidies.  But 
actical  experience  in  numerous  countries 
rich  have  adopted  export  subsidies  has  shown 
at  this  method  creates  more  problems  than  it 
Ives.  Export  subsidies  are  powerless  to 
3ve  exports  in  the  face  of  foreign  quota  re- 
lictions, import  licenses,  exchange  controls, 
d  antidumping  laws;  unless  accompanied  by 
op-restriction  measures  they  tend  to  stimu- 
te  production  and  thus  intensify  the  prob- 
n;  and  they  constitute  an  uneconomic  giv- 
g  away  of  our  substance  to  foreign  nations 
I  less  than  cost. 

The  most  practical  and  hard-headed  way  to 
id  increased  markets  at  home  and  abroad  is 
remove  or  reduce  the  excessive  and  econom- 
illy  unjustifiable  trade  barriers  which  since 
29  have  been  disastrously  blocking  the  trade 
ghways  of  the  world.  This  is  precisely  the 
■•jective  of  the  trade-agreements  program. 
Yet  the  amazing  fact  is  that  some  farm  or- 
Lnizations  have  been  persuaded  to  oppose  the 
ade-agreements  program  in  the  belief  that 
^de  agreements  have  been  the  cause  of  an  un- 
le  increase  of  agricultural  imports — and  that 
ese  imports  have  somehow  injured  the 
srmer.  The  truth  was  never  distorted  in  a 
ranger  way.  As  a  matter  of  fact,  as  cold 
atistics  show,  increased  agricultural  imports 
firing  1936  and  1937  were  due  hardly  at  all 
j  trade  agreements  but  to  the  unprecedented 
[•oughts  of  1934  and  1936  and  to  returning 
onomic  prosperity.  The  increases,  made  up 
[r  the  most  part  of  wholly  noncompetitive 
>'oducts  (such  as  coffee,  tea,  rubber,  and  silk) , 
s  feedstuff s  necessary  to  farmers  because  of 
•ought  shortages,  and  of  commodities  un- 
uched  by  trade  agreements  and  coming  in 


over  our  tariff  wall,  did  not  in  fact  depres 
farm  incomes  or  injure  farmers.  The  figure 
show  exactly  the  reverse — that  increasing  im 
ports  went  hand  in  hand  with  rising  fan 
prices  and  still  more  rapidly  rising  fan 
incomes. 

Much  of  the  current  misunderstanding  q 
the  trade-agreements  program  and  a  large  pai 
of  the  opposition  against  it  rests  upon  the  saml 
widespread  and  deep-rooted  fallacy  which  hajj 
so  misled  certain  farm  groups.  It  is  oftej 
supposed  that  every  dollar's  worth  of  importl 
displaces  an  equal  amount  of  American  prcl 
duction.  The  "Buy  American"  movement  rests* 
squarely  upon  this  hoary  fallacy.  The  Nal 
tional  Grange  at  its  last  convention  placed  its 
self  on  record  that  "the  American  market 
should  be  restored  to  the  American  farme^ 
.  .  .  Imports  should  be  limited  to  thosj 
things  which  he  cannot  supply." 

The  fundamental  falsity  of  such  conception 
is  the  notion  that  a  market  remains  static  cl 
fixed.  In  truth,  markets  rapidly  expand  an| 
contract  with  available  purchasing  powe^ 
The  practical  way  to  secure  increased  market! 
is  not  to  shut  out  all  imports  so  as  to  obtajl 
100  percent  of  a  shrunken  domestic  market  bu 
to  expand  vigorously  the  domestic  as  well  li 
the  foreign  market  through  increased  pay  rol' 
and  incomes  due  to  stimulated  trade. 

Cheddar  cheese,  which  has  been  a  spear  poiii 
of  criticism  by  opponents  of  trade  agreement) 
furnishes  an  excellent  example.  In  19$ 
American  producers  enjoyed  99.84  percent  d 
the  domestic  market.  But  at  that  time  Checi 
dar  was  selling  for  only  10  cents  a  pound,  am 
the  gross  income  of  the  industry  was  but  $37i 
000,000.  In  1936,  after  the  Canadian  trad 
agreement  had  come  into  force,  some  Canadia 
cheese  came  across  the  border,  so  that  the  shall 
of  the  American  producers  in  the  America 
market  was  reduced  to  97.78  percent.  Bv 
Cheddar  consumption  rose  to  an  all-time  hig]> 


.1  Cheddar  prices  rose  to  an  average  of  K5.8 
its.    The  gross  income  of  the  industry  in  the 
fcted   States  increased   to  over  $75,000,000. 
1937  it  was  about  the  same. 
Similarly,  during  the  crop  year  of  1933-34 
al  farm  income  throughout  the  country  was 
,128,000,000  (exclusive  of  benefit  payments). 
1936-37,  in  spite  of  increased  agricultural 
ports,  it  rose  to  $9,050,000,000. 
Die  solution  of  the  farm  problem  will  never 
found  in  embargoes  against  imports.     Em- 
rgoes  strike  untold  injury  by  inevitably  cut- 
ig  down  export  markets.     The  only  real  sal- 
tion  for  the  farmer,  as  well  as  for  the  in- 
strialist,  lies  in  expanding  his  markets  and 
increasing  the  general  purchasing  power — 
d  this  comes  only  through  stimulated  trade 
d  reduced  trade  barriers. 
If  we  can  sell  abroad  more  bales  of  cotton 
d  more  automobiles,  cotton  pickers  and  auto- 
Dbile  factory  workers  in  the  United  States 
in  and  will  buy  more  shoes,  more  meat,  more 
tter  than  they  otherwise  could.    Moreover, 
tomobile  factories  will  be  buying  iron  and 
her  raw  materials  from  every  section  of  the 
luntry;  and  this  in  turn  will  mean  increased 
^,y  rolls  and  increased  purchasing  power  in 
ery  place  from  which  they  buy.    Workmen 
these  places  will  in  turn  buy  goods  coming 
am  still  other  sections  of  the  country.     Each 
|e  of  surplus  products  abroad  creates  a  chain 
economic  transactions  within  the  country, 
je  total  effect  of  which  is  to  increase  pur- 
ging power  beyond  the  volume  represented 
lr  the  original  sale ;  and  increased  purchasing 
ower  is  what  makes  prosperity.     Trade  in- 
eases  employment,  creates  profits,  and  raises 
e  general  level  of  well-being. 
If  the  domestic  consumption  of  some  com- 
odity  thus  increases  by,  say,  100,000  units,  we 
n  well  afford  an  increased  importation  of, 
Sy,  10,000  units,  for  our  domestic  producers 
'ill  be  selling  90,000  more  units  than  before. 
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It  must  not,  therefore,  be  supposed  that  iheli 
result  of  a  trade  agreement  is  to  build  up  ouif 
export  production  by  the  sacrifice  of  our  nonii 
exporting  producers.  Were  that  the  result! 
trade  agreements  would  work  positive  injury j 
Much,  it  is  true,  depends  upon  the  skill  andfi 
care  of  the  negotiators.  In  our  16  trade  agreed 
ments  to  date  we  have  successfully  stimulated 
exports  in  those  commodities  in  which  we  can 
obtain  the  greatest  return  and  employ  largei 
numbers  of  American  workmen;  and  the  care-! 
fully  considered  duty  reductions  which  w* 
have  made  in  exchange  for  these  advantages! 
have  given  American  interests  no  real  cam 
for  complaint. 

In  short,  if  through  skillfully  formulated" 
trade  agreements  the  flow  of  trade  can  be  stim 
ulated  and  increased  in  both  directions,  eco 
nomic  activity  will  increase  on  both  sides  oil 
the  water  in  greater  volume  than  that  repre 
sented  by  the  export-import  transactions  in 
volved.     Domestic   producers — those   who   dc 
not  export  as  well  as  those  who  do — will  b< 
distinct    gainers,   not   losers.     This   has   beeil 
proved  again  and  again  by  actual  experience 
Profits  and  increased  markets  come  through 
stimulated  trade — not  through  killing  all  for' 
eign  trade  by  embargoes.     The  truth  is  simply 
to  state — but  apparently  most  difficult  to  un 
derstand. 

The  American  trade-agreements  program  i; 
the  most  constructive  and  practical  effort  be™ 
made  today  to  stimulate  trade  and  thus  to  in 
crease  purchasing  power  at  home  and  abroad 
It  is  functioning  extraordinarily  well.  Th 
importance  of  the  British  trade  agreement  ir 
this  program  is  manifest.  Taken  together,  th 
export  and  import  trade  of  the  United  State 
and  the  United  Kingdom  constitute  almost  3' 
percent  of  total  world  trade.  Great  Britaii 
furnishes  our  largest  export  markets.  In  193' 
she  bought  from  us  goods  to  the  value  of  $440, 
122,000,  or  17.9  percent  of  our  total  exports 


Bthermore,  British  markets  axe  largely  agri- 

tural.  Great  Britain  cannot  produce  snf- 
ent  food  and  agricultural  supplies  for  her 
n  needs.  United  States  agricultural  exports 
the  United  Kingdom  for  the  year  1886  to- 
ed $245,067,000.  These  represented  approx- 
ately  35  percent  of  our  agricultural  exports 
all  markets.  Omitting  cotton,  we  sold  to 
eat  Britain  in  1935  over  half  of  our  total 
ricultural  exports. 

II 

k  second  profound  misconception  which 
irks  much  of  the  opposition  to  the  American 
ide-agreements  program  is  the  current  belief 
it  because  the  benefit  of  concessions  granted 
a  trade  agreement  is  extended  automatically 
other  nations  we  are  therefore  giving  away 
nething  for  nothing.  The  most-favored- 
tion  principle  is  attacked  as  a  Santa  Ciaus 
ley. 

Such  a  notion  rests  upon  ignorance  and  mis- 
nception.  Nothing  could  be  further  from 
e  truth.  We  do  not  in  fact  extend  trade- 
reement  concessions  to  third  nations  gratu- 
>usly  and  for  no  return.  We  give  such  con- 
ssions  to  third  nations  only  in  return  for 
eir  extending  to  us  all  the  benefits  of  con- 
ssions  which  they  have  granted  or  may  in  the 
lure  grant  to  all  other  nations.  In  other 
Drds,  we  give  minimum-tariff  treatment  and 
eedom  from  discrimination  in  return  for 
inimum-tariff  treatment  and  freedom  from 
Iscrimination.  To  nations  which  fail  to  give 
i  these  we  do  not  extend  trade-agreement  con- 
ssions.  Any  other  policy  would  force  us  to 
scriminate  against  nations  not  discriminating 
rainst  us.  In  fact,  equality  of  commercial 
eatment  to  all  nations  extending  the  same  to 
$  has  been  the  fundamental  cornerstone  of 
merican  foreign  commercial  policy  ever  since 
iie  days  of  George  Washington. 


It  is  a  policy  which  under  the  trade-agreei 
ments  program  has  proved  exceedingly  profit  i 
able.  Under  it  we  secure  the  benefit  of  ali| 
tariff  reductions  and  trade  concessions  grantee 
by  trade- agreement  countries  to  all  other  na 
tions.  And,  as  experience  has  proved,  thesii 
benefits  and  assured  freedom  from  discriminaj 
tion  are  of  enormous  value  in  dollars  and  cent 
to  American  trade.  As  applied  to  our  import! 
the  pursuit  of  this  policy  has  affected  approxi 
mately  30  million  dollars'  worth  of  trade;  i| 
return  it  has  safeguarded  and  benefited  at  leas] 
265  million  dollars'  worth  of  American  exporthj 
In  other  words,  it  is  a  9-to-l  bargain  in  ouj 
favor,  figures  which  should  make  it  obvioui 
that  the  application  of  the  most-favored-natio:i 
principle  in  connection  with  the  trade-agree 
ments  program  has  not  involved  any  undu 
generosity  on  the  part  of  the  United  States. 

HI 

The  significance  of  the  most-f  avored-natio  j 
policy,  however,  cannot  be  measured  in  dollaij 
and  cents.     It  is  profound  and  world-wide. 

A  nation's  foreign  commercial  practice  ma; 
be  based  in  whole  or  in  part  upon  either  cn 
two  conflicting  policies.  The  one  is  for  a  na 
tion  to  extend  exclusive  preferences  to  othe 
nations  in  return  for  exclusive  preference 
given  to  it.  The  other  is  for  a  nation  to  ex 
tend  trade  concessions  equally  to  all  nation 
which  do  not  discriminate  against  it. 

The  first  policy,  which  is  being  followed  tc 
day  by  certain  important  nations  and  which  I 
constantly  being  advocated  by  influential 
groups  in  our  own  country,  is  characterize* 
by  compensation  and  clearing  agreements,  b; 
strict  regimentation  of  imports  and  export: 
and  by  a  constant  effort  to  equalize  the  valu 
of  exports  and  imports  with  each  country.  I 
results  unavoidably  in  disastrous  shrinkages  f 
international  trade.  Since  every  preferenc 
given  exclusively  to  one  nation  constitutes  I 
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Lrimination  against  50  or  more  other  na- 
ins,  the  policy  of  preferential  trading  ines- 
ipably  engenders  constant  retaliation,  ever- 
(anting  trade  harriers,  uneconomic  and  sud- 
n  shiftings  of  trade  channels,  and  unceasing 
lomic  warfare.  It  is  a  policy  which  sets 
L  stage  for  war. 

The  second  policy,  based  on  avoidance  of 
timination  and  equality  of  treatment  to  all 
E  give  the  same  in  return,  makes  for  eco- 
,,mic  peace  and  stability  of  international  com- 
srce.  It  leads  to  a  gradual  lowering  of  trade 
,rriers  throughout  the  world  since  every  con- 
ssion  granted  to  one  nation  is  granted  to  all 
ho  follow  a  similar  practice;  and  this  of 
urse  makes  for  increased  international  trade. 
This  second  policy  is  the  one  which  generally 
availed  among  all  nations  prior  to  the  World 
|r.    It  still  constitutes  the  basis  upon  which 

conducted  the  major  part  of  the  trade  of  the 
orld.  But  since  the  World  War,  and  espe- 
ally  since  the  last  depression  set  in,  under  the 
rive  toward  economic  nationalism,  interna- 
onal  preferences  and  discriminations  have 
otably  increased.  Smaller  nations  have  been 
rawn  within  the  orbit  of  great  powers  follow- 
;ig  this  policy ;  and  once  a  nation  has  granted 
1  another  an  exclusive  preference  it  is  there- 
after unable  to  grant  to  others  full  equality  of 
Veatment.  Thus,  a  battle  royal  threatens  in 
'ach  country  and  throughout  the  world  be- 
ween  the  two  conflicting  policies. 

Of  one  fact  we  can  be  sure.  Since  each  of 
he  industrialized  nations  must  obtain  raw  ma- 
erials  and  foodstuffs  from  abroad  and  must 
[ell  abroad  its  processed  goods  if  it  is  to  con- 
iinue  its  economic  existence  and  maintain  its 
jtandard  of  living,  nations,  whatever  policies 
"nay  be  adopted,  cannot  stop  trading.  World 
'rade  is  as  inevitable  as  the  rising  and  falling 
>f  the  tide. 

I  It  is  equally  clear  that  the  policy  of  economic 
lationalism  and  trading  in  exclusive  prefer- 
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ences,  with  its  inevitable  concomitants  of  quota*1 
restrictions,  import  permits,  exchange  controls! 
and  the  like,  constantly  tending  as  they  do  fo* 
throttle  and  kill  international  trade,  cannot' 
ultimately  dominate  the  world.  With  the  same 
inevitability  which  characterizes  the  unfolding 
of  a  Greek  tragedy,  such  policies  as  threaten 
world  trade  must  ultimately  collapse.  Thtf 
policy  of  equality  of  treatment  and  liberaliza-P 
tion  of  world  trade  must  ultimately  prevail.  | 

It  is  therefore  of  crucial  importance  that  the* 
United  States  continue  to  follow  and  support 
the  only  really  practicable  policy  upon  whicrJ 
world  trade  can  be  built.  It  is  also  of  higr/1 
consequence  that  the  nations  possessing  the 
greatest  world  markets  should  together  whole-ii 
heartedly  support  and  promote  that  policy!' 
Any  different  course  spells  explosion.  Were 
the  policy  of  preferences  and  discriminations; 
and  their  companions,  economic  nationalism! 
and  autarchy,  to  become  even  temporarily  dom- 
inant, the  world  would  have  to  arm  for  eco- 
nomic battle  more  bitter  than  any  it  has  yet 
known.  That  is  the  pathway  leading  down  tol 
economic  chaos  and  ultimate  war. 

Through  our  trade-agreements  program,  ii) 
which  an  Anglo-American  trade  agreement  is1! 
a  step  forward  of  the  utmost  importance,  thei 
policy  of  nondiscriminatory  commercial  treat-? 
ment  is  being  strengthened  throughout  the: 
world,  and  firm  foundations  are  being  laid  for 
economic  recovery  and  peace.  Future  history 
hangs  in  the  balance. 

IV 

If  we  are  to  have  prosperity  in  the  United 
States  and  in  the  world,  we  must  have  peace. 
And  we  will  never  be  secure  in  peace  unless 
and  until  sound  economic  foundations  are  built 
for  it. 

Modern  industrial  nations  cannot  in  fact  cut 
themselves  off  from  commercial  intercourse 
with  the  rest  of  the  world  and  maintain  ade- 
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ite  standards  of  living.    The  damming  up 

unsalable  surpluses  and  the  ruinous  cost  of 
pestically  producing  goods  which  the  nation 
vononiically  unfitted  to  produce  ore  hound 
drive  down  living  standards  to  unbearable 
|l  provocative  levels.  Great  Walls  are  out- 
id  survivals  of  an  earlier  civilization.  To- 
t  thoroughgoing  national  isolation  is  not 
manly  possible. 

[V)  its  proponents  economic  nationalism  ap- 
Lrs  to  point  the  way  to  increased  national 
Ifare  through  escape  from  dependence  upon 
ers.  But  in  fact,  as  experience  is  tragically 
>ving  today,  it  leads  to  lowered  standards 
living  and  increased  costs  of  production 
ich  militate  powerfully  against  the  national 
{fare  and  which  are  highly  provocative  of 
r  or  revolution.  No  modern  industrial  na- 
n  can  survive  economically  without  heavy 
portations  from  abroad  of  various  indis- 
lsable  commodities.  If  ready  access  to  these 
ough  the  ordinary  processes  of  trade  is  de- 
d  because  of  the  growth  of  economic  na- 
nalism,  the  drive  toward  armed  conquest 
1  imperialism  becomes  well-nigh  irresistible, 
.economic  trade  barriers  forge  the  thunder- 
ts  of  war. 

rhe  American  trade-agreements  program 
ans  building  the  kind  of  foundations  upon 
ich  alone  the  peace  of  the  world  can  rest* 
>on  the  outcome  of  the  program  may  hang 
i  welfare  or  the  tragic  suffering  of  millions 
,  unborn. 
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FOREIGN  TRADE 

FARM  PROSPERITY 

AND  PEACE ' 


It  is  not  often  in  those  times  that  the  pressure 
of  foreign  affairs  permits  me  to  leave  my  desk 
even  for  a  few  days  and  to  travel  more  than  a 
short  distance  from  Washington.  That  is  a 
matter  of  sincere  regret  to  me,  for  I  like  noth- 
ing better,  and  appreciate  nothing  more,  than 
opportunities  for  personal  contact  with  various 
groups  of  our  people  in  different  parts  of  this 
great  land  of  ours.  It  is  with  particular  satis- 
faction, therefore,  that  I  come  to  Des  Moines 
to  take  part  in  this  meeting  of  the  National 
Farm  Institute  and  to  discuss  with  you  prob- 
lems which  are  near  to  your  hearts  as  they  are 
to  mine — problems  of  our  national  well-being ; 
of  farm  prosperity,  which  is  an  integral  part 
of  the  Nation's  welfare;  of  world  peace;  and 
of  the  ways  and  means  of  attaining  these  vital 
objectives. 

Your  Institute  meets  appropriately  in  the 
zity  which  is  the  home  of  Henry  Wallace,  one 
of  the  ablest  and  truest  friends  of  agriculture 
:n  our  public  life.  I  am  happy  to  say  this 
orief  word  of  tribute  to  my  friend  and  col- 
eague,  the  Secretary  of  Agriculture. 

The  farm  problem  is  one  in  which  I,  myself, 
lave  had  a  long  and  abiding  interest— not  alone 
)ecause  of  its  outstanding  significance  in  the 
economic  life  of  the  country  but  also  for  more 
ntimate  and  personal  reasons.  All  my  life  my 
lome  has  been  among  farmers,  and  over  a  long 
>eriod  I  have  had  practical  experience  in  f  arm- 
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For  22  years  I  represented  in  Congress 
20  of  them  on  one  nomination— an  agricultural 
district  of  my  native  State. 

To  me  it  is  axiomatic  that  the  true  interests 
of  this  country  demand  the  maintenance  of  a 
sound  and  prosperous  agriculture.  I  believe  it 
to  be  vital  for  the  Nation's  stability  and  securj 
ity  that  our  farming  population  be  adequate  in 
proportion  to  other  parts  of  the  population.  A 
wise  policy  for  the  Nation  requires  that  the 
conditions  under  which  those  engaged  in  agri-| 
culture  live  and  labor  shall  be  just  and  fair, 
and  that  life  on  the  farm  should  be  attractive 
and  adequately  rewarding.  • 

The  question  is  not  whether  these  ends  arc 
desirable  but  how  best  to  promote  them.  Irj 
this  connection  one  thing  is  clear  beyond  dii 
pute,  namely,  that  any  sound  program  foi] 
broadening  the  markets  for  farm  products  a1 
home  and  abroad  is  in  the  interest  of  agri 

culture. 

The  problem  of  markets  is  crucial  to  agricul 
ture.  The  solution  of  that  problem  transcend 
the  bounds  of  a  community  and  even  of  tl 
whole  country.  The  American  farmer  is  I 
world  figure.  The  world,  in  order  to  maintaiJ 
its  present  standards  of  living,  needs  the  sur 
plus  output  of  our  cotton,  tobacco,  wheat,  aJ 
corn  fields;  of  our  hog  farms;  of  our  frui 
orchards  and  vegetable  gardens.  In  returr1 
foreign  markets  are  indispensable  to  our  pr<; 
ducers  of  these  commodities  if  they  are  I 
maintain  their  production  at  a  satisfactor 
level  and  to  sell  their  output  at  prices  whic! 
will  yield  them  an  adequate  income. 

To  no  other  group  of  our  population  is  f oi 
eign  trade  of  greater  significance  than  it  is  t 
the  farmers.  It  is  the  foreign-trade  problei 
and  the  reciprocal  trade-agreements  program 
which  is  the  instrument  we  are  using  for  tl 
promotion  of  our  exports,  that  I  shall  discu: 
with  you  tonight— as  affecting  the  farm  situ: 
tion  and  the  cause  of  peace. 


I  To  realize  fully  the  significance  of  the  trade- 
fcreements  program,  ii  is  necessary  first  to  re- 
iew  briefly  the  course  of  events  since  the  close 

■  the  World  War. 

Throughout  the  post -war  years  many  observ- 

■  saw  clearly  that  vast  changes  had  been 
■ought  by  the  war  in  economic  conditions 
very  where  and  constantly  warned  that  most 
■fortunate  would  be  the  nation  which  failed  to 
fcognize  them  and  to  act  upon  that  recogni- 
on.  Profound  changes  had  occurred  in  our 
mntry.  Under  the  influence  of  war  demand 
id  of  decline  in  production  in  the  war-affected 
reas,  our  agricultural  output  increased  enor- 
lously.  Forty  million  acres  were  added  to  the 
ation's  crop  area — 23  million  acres  in  wheat 
one.    What  to  do  with  this  new  production, 

;  war  demand  disappeared  and  as  productive 
■tivity  was  restored  in  Europe,  was  a  problem 
;  outstanding  importance.    Moreover,  we  had 
>en   transformed    almost    overnight    from   a 
;btor  to  a  creditor  nation. 
In  the  neAv  situation  we  had  a  choice  of  pur- 
ing  one  of  two  courses  of  action.    We  could 
ibark  upon  liberal  economic  policies  and  re- 
■d  our  foreign  trade  upon  a  sound  founda- 
>n  consistent  with  the  realities  of  our  own  po- 
ion  as  a  creditor  nation.     We  could  thus 
lintain  and  expand  foreign  outlets  for  our 
rpluses  of  farm  and  other  products  by  en- 
ling  mutually  beneficial  commerce  to  flow  in 
£h  directions  and,  in  this  manner,  develop  a 
jawing  domestic  market,  able  to  absorb  larger 
antities  both  of  domestic  and  of  desirable  mi- 
nted commodities.     Or,  on  the  other  hand, 

could  adopt  a  set  of  contradictory  policies 
I  steadily  raising  our  tariff  and,  at  the  same 
,ie,  insisting  upon  the  continuance— and,  if 
ssible,  the  expansion— of  our  farm  and  fac- 
{j  exports,  and  demanding  payments  on  the 
1  sums  already  owed  to  us.    All  this  could 

accomplished  only  by  means  of  new  loans 
foreigners,  since  higher  tariffs  would  neces- 


sarily  obstruct  foreign  sales  to  us  and  woul< 
thus  reduce  the  ability  of  foreigners  both  1 
purchase  our  products  and  to  meet  their  del 
payments  to  us. 

The  first  course  would  have  cushioned  t] 
shock    of    post-war    adjustment,    which    ws 
bound  to  be  severe  in  any  event.    The  secon< 
course  could  only  postpone  the  necessary  ad- 
justment and  was  certain  to  bring  trouble,  com-' 
pounded. 

Following  the  World  War,  the  supreme  ques- 
tions confronting  us  were:  Shall  the  economic! 
life  of  the  world  be  developed  on  the  basis  o^ 
moderate  tariffs,  freedom  from  excessive  ecoj 
nomic  barriers,  and  fair  and  friendly  trade  rej 
lations  ?  Or  shall  it  be  developed,  under  Amerj 
ican  leadership,  on  the  basis  of  higher  and, 
higher  tariffs,  severe  trade  restrictions  and  disj 
criminations,  thereby  reducing  production,  dij 
minishing  trade,  impoverishing  nations,  anC 
promoting  economic  wars? 

It  is  now  a  matter  of  history  that  we  chose^ 
or  blundered  into— the  second  of  these  tw 
courses.  Other  nations  followed  similar  did 
astrous  policies,  partly  as  a  result  of  our  exj 
ample,  partly  in  retaliation  against  our  action*] 
partly  for  other  reasons.  The  years  immedi- 
ately following  the  war  were  marked  by  j 
steady  movement  toward  extreme  protection 
ism  almost  every  where— by  a  widespread  tren 
toward  narrow  economic  isolation. 

One  serious  attempt  was  made  to  check  the? 
ruinous  tendencies.  In  1927  the  World  Ec< 
nomic  Conference  at  Geneva  brought  vividly  f 
the  attention  of  nations  the  imperative  need  it 
putting  an  end  to  the  mad  growth  of  trade  ba 
riers  and  to  begin  a  movement  in  the  opposi 
direction.  But  within  1  year  of  the  stirrir 
appeal  made  by  the  conference— an  appeal 
which  we,  too,  subscribed  at  the  time— a  ne 
wave  of  extreme  protectionism  began  to  swe< 
the  world.  And  to  its  rise  our  country  unfort 
nately  made  the  greatest  single  contribution. 


Ill  192^  we  announced  as  our  purpose  another 
upward  revision  of  our  tariff,  already  exces- 
sively high  in  many  respects.    This  announce- 

Kent  served  as  a  signal  Tor  similar  action  in 
nany  other  countries. 

As  the  nineteen -twenties  drew  to  a  close,  eco- 
nomic disaster  struck  our  country  and  the 
world.  Blindly  ignoring  the  fact  that  the  poli- 
cies pursued  during  the  preceding  decade  in  the 
ield  of  international  trade  constituted  the  most 
.important  single  cause  of  the  collapse,  the  na- 
;ions  of  the  world  sought  recovery  in  an  inten- 
fsified  search  for  a  greater  and  greater  measure 
)f  national  economic  self-sufficiency.  Our 
country  led  the  procession.  With  the  depres- 
sion deepening  all  around  us,  we  carried 
through  the  work  begun  nearly  2  years  earlier 
ind  enacted  the  Smoot-Hawley  tariff. 

If  ever  there  was  a  boomerang  it  was  the 
Smoot-Hawley  tariff.  Foreign  countries  at 
jmce  retaliated  by  greatly  increasing  their  tar- 
iff walls  against  our  products.  There  ensued 
tn  orgy  of  ever  higher  tariff  raising  through- 
put the  world  and  of  plain  and  fancy  trade 
•est rict ions  of  other  types — all  further  aggra- 
vated by  the  world  financial  crisis  of  1931.  In 
hus  attempting,  through  doubling  the  dose  of 
solation,  to  escape  from  the  world  depression, 
he  nations  which  resorted  to  such  measures 
»nly  intensified  the  ravages  of  the  general  dis- 
use. Purchasing  power  was  dried  up  every- 
where. International  trade  fell  to  but  a  frac- 
tion of  its  former  value.  Our  foreign  trade  fell 
ven  faster.  Production  declined  enormously. 
Millions  were  unemployed,  and  this  general  un- 
mployment  pressed  downward  still  further  the 
icious  spiral  of  declining  economic  activity 
rhich  was  already  under  way. 

Out  of  this  grim  experience  many  lessons 
t^ere  to  be  learned.  But  there  is  one,  in  par- 
icular,  that  ought  by  now  to  be  well  enough 
'ngraved  on  the  memories  of  people  who  live 
n  the  farm  to  last  for  a  long  time.    That  les- 
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son  is  the  utter  and  costly  fallacy  of  assumin 
that  a  tariff  policy  of  extreme,  embargo  protec-  I 
tionism  can  be  helpful  to  agriculture. 

By  no  one  in  public  life  has  the  futility  of 
such  a  policy  for  agriculture  been  more  con- 
sistently and  thoroughly  exposed  than  by  Sec- 
retary Wallace.  In  season  and  out  he  has: 
emphasized  that  fact.  Speaking  in  Lincoln, 
Nebraska,  in  May  1936  he  pointed  out  that  for 
most  American  farmers  most  of  the  time,  "the 
farm  tariff  does  not  mean  a  thing  either  way." 
To  this  he  added:  "The  real  question  is,  are 
farmers  going  to  accept  the  tariff  idea  as  a 
cure-all  for  agriculture."  Then,  after  refer- 
ring to  the  tariff  increases  during  the  twenties 
and  to  the  way  in  which  they  increased,  rather 
than  diminished,  tariff  inequality  for  agricul- 
ture, he  continued  as  follows: 

"By  all  means  let  us  make  the  most  of  the  I 
home"  market.  But  I  want  you  to  think  seri- 
ously about  the  fact  that  farmers  have  more  to 
lose  through  nationalistic  policies  than  any 
other  group.  In  the  present  year,  1936, 
farmers  are  cultivating  probably  35  to  45  mil-; 
lion  acres  that  are  going  to  produce  things 
which  will  be  sold  abroad.  The  most  additional 
land  they  could  use  by  cutting  out  imports 
would  be  perhaps  10  million  acres.  It  just 
wouldn't  be  good  sense  to  risk  having  to  leave 
35  or  45  million  acres  idle  in  order  to  try  to 
gain  a  market  for  10  million  acres.  I  don  t 
think  farmers  are  foolish  enough  to  trade  doh 
lars  for  quarters,  no  matter  how  strong  the 
pressure  may  be  by  those  who  are  busy  grind; 
ing  their  own  axes." 

The  crucial  factor  in  our  farm  problem  is 
how  to  find  markets,  at  home  and  abroad,  foi 
our  vast  and  productive  acreage.  In  the  5-yeai 
period  before  the  depression  our  farm  produc 
tion  required  about  360  million  acres.  The  f  om 
great  export  crops  alone  accounted  for  ova1 
200  million  acres.  In  those  days  we  were  ex 
porting  55  percent  of  our  cotton,  18  percent  o: 
our  wheat,  16  percent  of  our  hog  products,  4 
percent  of  our  leaf  tobacco.     One-sixth  of  ou: 


total  acreage  was  needed  to  produce  what  was 
■ported. 

Despite  all  the  stresses  and  strains  of  the 
past  8  vears,  our  agriculture  today  is  produc- 
ing, under  average  weather  conditions,  a  great 
surplus  in  excess  of  domestic  requirements,  and, 
if  only  profitable  outlets  can  be  found,  it  is 
pared  to  produce  much  more.  Our  great 
staple  crops  still  definitely  depend  upon  export 
outlets.  So  do  our  exceedingly  important 
fruit-growing  industry  and  various  smaller 
branches  of  agricultural  production. 

A   failure  to   deal   constructively   with  the 
[problem  of  expanding  the  markets  for  these 
surplus  crops  is  of  concern  to  other  branches 
pf  agriculture  as  well.     Unless  this  be  clone  the 
[pressure  of  large  surpluses  and  low  prices  for 
hhese  crops  will  force  the  diversion  of  land  and 
I  labor  now   devoted  to  their  production   into 
Jairying  and  other  branches  of  agriculture  not 
pn  an  export  basis,  and  thus  increase  the  pres- 
sure of  internal  competition  upon   prices  in 
[:hose  branches  as  well.     Only  healthy  interna- 
i  ;ional  trade  will  make  possible  a  full  and  stable 
lomestic  economy. 

For  the  problem  is  not  entirely  one  of  export 
mtlets,  vitally  important  though  that  phase  be, 
The  problem  is  to  secure  better  markets  all 
iround,  both  at  home  and  abroad.  By  reestab- 
ishing  a  healthy  flow  of  our  foreign  trade  as 
i  whole  we  are  expanding  domestic,  as  well 
is  foreign,  demand  for  farm  products.  When 
ve  secure  better  export  outlets  for  manufac- 
tures, we  stimulate  industrial  activity,  employ- 
nent,  and  city  purchasing  power  for  farm 
oroducts  in  the  home  market. 

There  is  no  more  dangerous  game  than  an 
embargo  policy  in  foreign  trade.  It  can  be 
played  by  everybody,  with  suicidal  results  for 
11.  If  embargoes  are  imposed  upon  the  pred- 
icts of  any  one  group  the  way  is  open  for  all 
•ther  groups  of  producers  to  demand  and  se- 
ure    embargoes    upon    their    products,    even 
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though  but  nominally  or  remotely  competitive. 
Other  countries  are  encouraged  and,  in  fact, 
compelled  to  act  in  the  same  way  toward  Amer- 
ican exports.  Once  you  embark  upon  an  em- 
bargo policy  you  must  be  prepared  to  see  its 
boomerang  effects  spread  far  and  wide. 

During  the  5  years  immediately  preceding 
the  depression,  our  imports  of  corn,  in  the  form 
of  grain,  totaled  9  million  bushels,  and  m  the 
form  of  hog  products,  6  million— a  total  of  15 
million  bushels.  During  the  same  period,  we 
exported  109  million  bushels  of  corn  as  grain 
and  690  million  bushels  in  the  form  of  lard  and 
other  hog  products.  Had  we  followed  during 
that  period  a  policy  of  absolute  embargoes,  we 
would  have  kept  out  of  our  markets  the  15 
million  bushels  of  corn  that  had  trickled  in. 
But  we  would  have  been  left  with  almost  800 
million  bushels  of  unsaleable  surplus  on  our 
hands.  What  that  would  have  meant  for  Iowa 
and  the  rest  of  the  Corn  Belt  I  can  well  leave, 
to  your  imagination. 

It  is  not  a  policy  of  embargo  but  one  of 
moderate  and  reasonable  tariffs  that  will  serve 
the  best  interests  of  agriculture.  Who  ever 
heard  of  a  farmer  growing  rich  on  embargo 
tariffs,  except,  perhaps,  some  producers  of  spe- 
cialties ?  But  all  of  us  have  heard  of,  and  have 
known,  plenty  of  farmers  who  have  been 
thrown  into  bankruptcy  and  despair  by  the 
shrinking  of  foreign  markets  for  our  surplus 
production. 

It  was  in  order  to  reopen  the  channels  of  f  oiS 
eign  trade  and  thus  to  expand  markets  both  af 
home  and  abroad  for  the  products  of  our  f anm 
and  our  factories  that  we  inaugurated,  in  June 
1934,  our  present  trade- agreements  program 
During  the  past  three  and  one-half  years,  w< 
have  concluded  trade  agreements  with  16  coun 
tries,  which  before  the  depression  were  buying 
nearly  two-fifths  of  our  total  commodity  ex 
ports.  At  the  present  time  we  are  negotiating 
with  5  more,  including  the  United  Kingdom- 


Mir  greatest  export  market,  and  by  all  odds  our 

greatest  export  outlet  for  farm  products.  In 
L929,  these  5  countries  and  the  16  already  dealt 
ivith  accounted  for  55  percent  of  our  total 
lade.  They  likewise  accounted  for  more  than 
Mie-half  of  our  agricultural  exports. 

In  the  16  agreements  now  in  effect  we  have 
[cured  improved  trade  treatment  on  nearly  a 
hird  of  our  agricultural  exports  to  these  coun- 
ties, and  guarantees  against  any  raising  of 
Darners  on  almost  another  third.  At  the  same 
ime,  by  making  it  possible  for  the  other  coun- 
ties to  sell  more  to  us  we  have  increased  their 
capacity  to  buy  from  us — a  fact  which  applies 
;o  all  of  our  export  items,  regardless  of 
whether  or  not  they  were  the  subject  of  specific 
concessions. 

We  have  obtained  concessions  on  hundreds 
)f  agricultural  items.  Some  are  minor,  of 
course,  but  many  are  of  great  importance.  I 
will  cite  but  one  illustration — hog  products — 
in  item  of  particular  interest  here  in  the  Corn 
Belt.  In  practically  every  agreement  we  have 
secured  concessions  or  guarantees  with  refer- 
ence to  hog  products.  Cuba  reduced  the  tariff 
>n  lard  from  10.6  cents  to  1.5  cents  a  pound 
md  made  important  duty  cuts  on  various  pork 
products.  During  the  very  first  year  of  the 
igreement  shipments  of  lard  to  Cuba  practi- 
cally doubled  in  quantity  and  tripled  in  value, 
;md  shipments  of  other  hog  products  likewise 
greatly  increased.  Canada  has  given  us  steep 
ariff  cuts  on  fresh  pork,  hams  and  bacon,  and 
i  reduction  on  lard.    And  so  on. 

Reduction  in  hog  supplies,  resulting  from 
Be  droughts  of  1934  and  1936,  has  kept  down 
pur  exports  of  these  products  in  more  recent 
rears.  The  same  considerations  apply  to  other 
igricultural  staples  affected  by  the  drought. 

For  items  not  affected  by  drought,  analysis 
>f  our  trade  with  the  various  trade-agreement 
-ountries  discloses  many  gratifying  trade  in- 
creases, definitely   attributable   to  the   agree- 
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ments.  We  have  reopened,  and  are  continuing 
to  reopen,  channels  of  trade  in  many  directions, 
through  which  an  increased  volume  of  farm 
products  can  flow  when  normal  supplies  be- 
come available  in  our  country,  and  as  restric- 
tions in  other  countries  are  reduced  and  thus 
purchasing  power  rebuilt  abroad. 

From  the  standpoint  of  agriculture,  there- 
fore, it  is  of  the  utmost  importance  that  our 
efforts  to  reopen  markets  and  establish  new 
ones  shall  go  steadily  forward.  In  this  con- 
nection the  pending  negotiations  with  the 
United  Kingdom  are  particularly  significant. 
In  1935  the  United  Kingdom  alone  bought  35 
percent  of  our  total  agricultural  exports.  Of 
our  agricultural  exports  other  than  cotton  the 
British  bought  51  percent  in  1935. 

To  get  concessions  from  other  countries  and 
thus  to  aid  our  exports  of  farm  and  other  prod-  J 
ucts  we  have  naturally  had  to  grant  conces- 
sions  in  return,  which  have  included  a  few  duty 
reductions  on  farm  products.    When  necessary  I 
these  concessions  have  been   accompanied  by  , 
special  safeguards  in  the  form  of  seasonal  or 
quota  limitations  on  imports  permitted  to  enter  j 
at  the  reduced  rates  of  duty. 

In  making  duty  reductions  we  are  guided  by  i 
two  basic  principles.  First,  we  are  opposed  to( 
prohibitive  or  embargo  rates,  which  are  ruinous 
to  agriculture  and  to  the  nation  as  a  whole. 
Second,  we  take  every  precaution  to  safeguard 
American  producers  from  abnormal,  unreason- 
able, or  materially  hurtful  imports. 

In  spite  of  the  fact  that  3  years'  experience 
has  amply  demonstrated  the  effectiveness  of 
these  precautions,  the  trade-agreements  pro- 
gram is  still  being  misrepresented  by  some  on 
the  sleeveless  claim  that  it  hurts  rather  than 
helps  the  Nation  and,  especially,  the  farmer. 
You  and  the  rest  of  our  people  have  been  sub- 
jected to  a  veritable  barrage  of  sinister  propa- 
ganda designed,  for  narrow  and  selfish  reasons, 
to  wreck  the  most  important  policy  which  our 
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mntry  can  pursue  to  promote  its  economic 
fell-being  and  peace. 

!  Most  of  the  accusations  do  not  need  a  reply 
mm  me.  In  their  unholy  zeal  the  propa- 
andists  have  overreached  themselves  in  the 
ilsity  of  their  assertions  and  have  defeated 
leir  own  efforts.  I  shall  deal  with  only  two 
v  three  samples. 

If  has  been  charged  that  the  trade  agree- 
ients  result  merely  in  increased  imports  with- 
it  any  corresponding  advantage  for  our  ex- 
orts.  In  1937  as  compared  with  1936  our  im- 
orts  increased  by  $661,000,000,  but  our  exports 
)se  by  $890,000,000. 

It  has  been  charged  that  the  increase  of  agri- 
lltural  imports  in  recent  years  is  a  direct  re- 
lit of  the  trade  agreements.  The  complete 
ilsity  of  these  assertions  has  been  repeatedly 
sposed  by  responsible  officials  of  the  Govern- 
lent. 

The  much- paraded  increase  in  agricultural 
nports  in  1937  as  compared  with  the  previous 
ear  was  due  almost  entirely  to  two  factors — 
'jonomic  recovery,  and  severe  domestic  short- 
ies of  certain  crops  following  the  1936 
■ought.  So  far  as  the  drought  commodities 
re  concerned  the  figures  for  the  last  few 
tonths  definitely  show  a  turning  of  the  tide, 
uch  products  as  corn  and  wheat  are  now  mov- 
ig  outward  rather  than  inward. 
'  Trade  agreements  played  only  a  small  part 
!i  the  increased  importations.  Duties  have 
jeen  reduced  on  practically  none  of  the  impor- 
ftt  agricultural  commodities  which  have  come 
I  to  meet  the  temporary  shortages  created  by 
|ie  droughts.  Excluding  sugar,  imports  of 
rhich  are  limited  by  quota,  not  as  much  as  5 
sreent  of  our  total  agricultural  imports  last 
3ar  consisted  of  trade-agreement  items. 
:  The  fears  of  certain  groups,  such  as  the 
jittlemen  and  the  producers  of  Cheddar  cheese, 
Lat  the  concessions  granted  on  their  products 
ould  result  in  serious  injury  to  them  have 
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proved  to  be  without  warrant.  None  of  the 
dire  predictions  made  at  the  time  of  the  grant- 
ing of  the  concessions  has  been  borne  out. 
Such  increases  as  took  place  in  imports  of  these 
products  were  too  small  to  have  any  appreci- 
able effect  on  total  supplies  or  prices.  In  the 
cases  both  of  cheese  and  of  cattle  the  gross  in- 
come of  the  domestic  industry  since  1935— the 
year  before  the  duties  were  reduced— has  beej 
markedly  higher  than  in  that  year. 

The  unvarnished  truth  is  that,  in  spite  of  all 
the  agitation  about  imports,  cash  farm  income 
in  the  United  States  (excluding  benefit  pay- 
ments) was  half  a  billion  dollars  greater  in 
1937  than  in  1936,  and  double  what  it  was  in 
1932. 

It  has  been  charged  that  our  most -favored- 
nation  policy,  under  which  we  grant  to  all 
countries  not  discriminating  against  our  ex- 
ports the  reduced  rates  of  duty  which  we  grant 
in  each  trade  agreement,  is  a  case  of  "giving , 
away  something  for  nothing."  Of  course  it  is 
nothing  of  the  sort. 

We  give  other  countries  these  concessions 
only  if  they  give  us  like  treatment  as  to  conces- 
sions which  they  grant  to  third  countries.  The 
policy  is  designed  to  safeguard  our  export  trade 
against  severe  discrimination  to  which  it  would  g 
certainly  be  subjected  on  a  vast  scale  if  we 
ourselves  followed  a  policy  of  discrimination 
instead  of  treating  all  countries  alike.  Careful; 
studies  show  that  the  value  of  our  exports, 
which  are  safeguarded  by  this  policy  far  ex- 
ceeds the  value  of  the  imports  thus  far  affected 
by  our  own  extension  of  the  policy  to  other 
countries.  The  same  thing  is  true  with  regard 
to  our  agricultural  trade :  What  we  have  safe- 
guarded on  the  export  side  far  exceeds  in 
value  what  we  have  imported  from  countries 
to  which  the  concessions  have  been  extended 
under  the  policy.  From  the  standpoint  of  ag- 
riculture, abandonment  of  the  policy  would  be 
extremely  costly. 
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Had  we  abandoned  this  valuable  and  salu- 
u-v  policy,  criticism  directed  against  as  on 
nit  score  would  have  been  understandable  and 
ully  justified.  But  to  be  violently  attacked 
)r  steadfastly  adhering  to  the  one  and  only 
iourse  of  action  which  is  certain  to  remove  the 
lost  dangerous  obstruction  that  can  be  thrown 
i  the  path  of  our  export  trade  is  an  incredible 
it  of  irony. 

These  are  just  a  few  samples.  They  ought  to 
e  an  ample  warning  to  the  farmers  of  the  way 
I  which,  as  on  many  occasions  in  the  past,  at- 
pnpts  are  being  made  again  to  mislead  them 
uto  helping  predatory  interests  preserve  their 
wn  privileged  position  under  embargo  tar- 
ffs — to  the  injury  of  the  farmers  themselves 
pd  of  the  nation  as  a  whole. 

There  is  today  no  greater  force  in  the  world 
or  the  advancement  of  stable  prosperity  and 
>eace  than  the  reciprocal  trade-agreements  pro- 
gram. Vastly  important  as  is  that  program  in, 
ts  immediate  trade  effects,  it  has  other  and 
ven  broader  significance. 

During  the  first  post-war  decade  our  country 
inhappily  provided  a  large  measure  of  leader- 
hip  in  the  development  of  a  world-wide  eco- 
nomic war  through  ever-rising  protectionism, 
fortunately  today  our  country  is  contributing 
its  fair  share  of  leadership  to  a  movement  in 
he  opposite  direction — toward  economic  ap- 
peasement through  a  lowering  everywhere  of 
i-xcessive  barriers  to  mutually  profitable  trade 
imong  nations. 

|  In  that  connection  the  pending  negotiations 
kith  the  United  Kingdom  may  play  a  vital 
role.  The  very  magnitude  of  the  international 
jxade  relations  of  our  two  countries  is  sum- 
pent  to  suggest  the  possible  influence  which  a 
Satisfactory  trade  agreement  between  them 
[night  have  upon  commercial  policies  through- 
out the  world.  Together  the  foreign  trade  of 
he  United  States  and  the  United  Kingdom 
constitutes  more  than  a  quarter  of  the  entire 
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trade  of  the  world.  Pursuing  liberal  commer- 
cial policies  the  two  countries  can,  in  harmoni- 
ous cooperation,  accomplish  much  toward  the 
rebuilding  of  international  commerce,  with  the 
world-wide  benefits  which  would  be  certain  t<r 
follow. 

The   present    movement   toward    prosperity 
through  expansion  of  mutually  beneficial  con> 
merce  among  nations,  in  which  our  trade-agree- 
ments program  is  playing  a  central  part,  is  of 
incalculable  importance  to  us  and  to  the  world,  j 
More  than  three-quarters  of  the  world's  popu- 
lation live  today  at  or  below  the  level  of  hunger  j 
and  heartbreak.     This  lamentable  state  of  af-  j 
fairs  is  not  the  result  of  mankind's  inability  to  | 
produce  what  the  people  of  the  world  need ;  on  j 
the  contrary,  the  progress  of  science  and  tech-  j 
nology  has  given  man  a  vastly  increased  pro-  j 
ductive  capacity.     The  fault  lies  in  the  sphere  j 
of  human  relations  and  human  organization.      , 

No  nation,  however  large  in  territory  and  j 
liowever  richly  endowed  with  natural  resources, 
ean  attain  a  generally  satisfactory  standard  of  j 
living  and  can  maintain  otherwise  a  high  level :, 
of  national  welfare  if  it  shuts  itself  off  from  , 
the  rest  of  the  world  and  attempts  to  live  a  ,\ 
self-imposed    hermit    life.      History    clearly 
shows  that  nations  which  have  reached  a  high  ; 
state  of  civilization  have  maintained  vigorous 
international  trade,  whereas  nations  with  little 
or  no  trade  have  not  developed  a  progressive' 
civilization  but  instead  have  become  decadent,  j 

Prosperity  and  peace  go  hand  in  hand.  To 
promote  one  is  to  promote  the  other.  The 
economic  well-being  of  the  people  is  the  great- 
est single  protection  against  social  unrest,  civil 
strife,  war-mongering,  and  war.  A  people , 
driven  to  desperation  by  poverty  and  want  is  a 
constant  threat  to  peace. 

In  combating  the  world-wide  trend  toward 
economic  isolation  we  are  working  for  peace. 
For  we  are  seeking  to  bring  about  basic  condi- 
tions throughout  the  world  which  are  inhos- 
pitable to  war  and  hospitable  to  peace. 
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IThe  trade-agreements  policy  is  an  indispen- 
Ible  part  of  our  broad  and  comprehensive  pro 
ram  designed   not   only  to  promote   in  our 

Hinirv  stable  and  sustained  economic  pros- 
erity  but  also  to  assure  for  our  nation  a  con- 
it  ion  of  durable  peace.  Thai  program  is 
used  upon  what  I  have  often  described  as 
Jlightened  nationalism — a  sane  and  practical 
liddle  course  between  the  disastrous  extremes 
f  internationalism  and  isolation.  Neither  of 
tiose  extremes  will  give  us  prosperity;  neither 
-ill  assure  us  peace. 

We  cannot  remain  prosperous  in  a  poverty- 
tricken  world.  For  us,  as  for  any  nation,  eco- 
omic  isolation  would  inevitably  mean  increas- 
ig  impoverishment,  with  ever-growing  regi- 
lentation,  more  and  more  unemployment,  the 
ole  on  an  ever-expanding  scale,  and  general 
ecadence.  Nor  can  we  be  certain  to  remain  at 
l'ieace  in  a  world  growing  more  and  more  dis- 
rdered,  with  arbitrary  force  supplanting  the 
ule  of  order  under  reason  and  law. 

If  we  want  peace  and  prosperity  for  our 
ountry  we  must  work  for  them  with  clear- 
sighted devotion,  with  vigorous  enterprise, 
frith  vision  and  unselfish  public  spirit — with 
[he  pioneer  hardihood,  courage,  and  determi- 
nation with  which  our  people  built  this  Nation. 
\7e  should  be  governed,  in  our  relations  with 
[ther  nations,  by  those  fundamental  principles 
f  justice,  morality,  good-will,  and  friendliness 
Hiich,  in  civilized  international  relationships, 
'mderlie  order  under  law  with  economic  se- 
urity  as  its  chief  foundation.  We  should 
ixercise  every  ounce  of  our  moral  influence  in 
irging  other  nations  to  be  governed,  in  their 
international  relationships,  by  these  same  prin- 
iples.  Without  entering  into  any  entangling 
nvolvements  or  commitments  we  should  co- 
operate to  every  practicable  extent  with  other 
)eace-seeking  nations  toward  keeping  these  vi- 
al principles  alive  everywhere.  We  should 
aaintain  adequate  defensive  forces  to  the  end 
hat  this  nation  will  be  respected  throughout 
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the  world.  At  the  same  time  we  should  stand 
unalterably  for  general  limitation  and  reduc 
tion  of  armaments. 

There  will  not  be  military  disarmamem 
without  economic  appeasement.  We  and  al 
nations  must  work  for  both.  Never  was  th< 
need  greater  than  now  for  the  casting  of  even 
appropriate  weight  at  our  command  on  tha| 
side  of  the  scales  which  turns  the  balanci 
toward  peace. 

o 
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WHY  AMERICA  MUST  FOLLOW 

A  LIBERAL  COMMERCIAL 

POLICY  ' 

I  feel  privileged  and  honored  to  be  your 
guest  this  evening.  I  feel  happy  to  have  the 
chance  of  making  friends  here  in  Houston. 
And  I  am  glad  of  the  opportunity,  also,  of 
talking  over  with  you  one  of  the  problems  of 
particularly  vital  concern  to  the  port  of  Hous- 
ton and  the  State  of  Texas — American  com- 
mercial policy. 

I 

The  role  of  commerce  and  of  port  cities  in 
the  history  of  civilization  is  a  fascinating  sub- 
ject. Progress  in  science,  in  the  arts,  and  in 
literature  has  gone  hand  in  hand  with  commer- 
cial intercourse.  In  the  ancient  world  com- 
merce    developed     and     civilizing     influences 

:  radiated  from  the  numerous  harbors  on  the 
shores  of  the  Mediterranean.  With  the  ex- 
change  of  goods  went  the  exchange  of  ideas 
between  diverse  civilizations.  At  a  later  pe- 
riod the  wealth  of  the  great  Italian  ports  pro- 

•  vided  the  material  basis  for  the  artistic  and 
scientific  achievements  of  the  Renaissance. 
The  early  voyages  of  discovery  in  search  of 

.new   trade    routes    brought    a   new    continent 

i  within  the  ken  of  civilization  and  led  to  the 
establishment  of  colonies  on  the  shores  of 
North  America.  As  commerce  between  the 
Old  World  and  the  New  developed  and  flour- 

I  ished,  the  Atlantic  ports  which  served  as  con- 
necting links  became  the  important  centers  of 
the  growing  colonies. 


1  Address  by  the  Honorable  Francis  B.  Sayre,  Assist- 
ant Secretary  of  State,  at  the  dinner  of  the  Houston 
Foreign  Trade  Association,  Rice  Hotel,  Houston,  Tex., 
on  March  17,  1938. 
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After  the  Revolution,  when  a  young  and 
vigorous  people  pushed  into  the  open  country 
of  the  West  and  Southwest  and  began  build- 
ing up  a  vast  and  rich  hinterland,  new  port 
cities  were  developed  on  the  Gulf.  Through 
them  flowed  the  increasing  commerce  from  the 
South  and  Southwest  on  the  way  to  foreign 
markets.  It  is  not  surprising  that  the  volume! 
of  export  tonnage  moving  through  Texas  ports 
is  greater  than  that  of  any  other  State  in  the 
Union.  You  have  not  only  made  history ;  you 
are  making  history  today. 

Manifestly  the  life  of  port  cities  thrives  upon 
a  vigorous  foreign  commerce  and  is  starved 
without  it.  If  the  foreign  trade  of  Texas 
shrinks  substantially,  the  docks  of  Houston  lie 
part  time  idle,  the  dock  and  transport  workers 
face  unemployment,  the  stevedoring  companies 
must  meet  curtailed  revenues,  the  banks,  the 
insurance  companies,  the  brokerage  firms,  the 
business  groups  of  the  city,  must  face  economic 
stagnation. 

I  need  not  suggest  to  you  what  American 
foreign  trade  means  to  the  port  of  Houston. 
When  the  total  imports  and  exports  of  the 
United  States  fell  from  over  9y2  billion  dollars] 
in  1929  to  little  more  than  3  billion  dollars  in 
1933,  the  total  volume  of  trade  passing  through 
the  port  of  Houston  fell  from  3.9  million  tons 
in  1929  to  2.7  million  tons  in  1933.  The  pic- 
ture of  human  suffering  and  destitution  behindj 
those  cold  statistics  I  need  not  paint.  Nor  need! 
I  argue  the  truism  that  the  road  to  prosperity 
for  Houston  is  the  building  up  of  a  vigorous1 
and  growing  American  foreign  trade. 

II 

Since  the  World  War  two  divergent  and 
profoundly  conflicting  economic  policies  have! 
been  struggling  for  supremacy  in  the  world — 
the  policy  of  economic  isolation  and  national 
self-sufficiency  on  the  one  hand  and  that  of  in- 
ternational exchange  and  cooperation  on  the 
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other.     The  drive  low  aid  the   former  policy 

luring  recent  years  lias  been  but  a  natural  coii- 
kquence  of  the  economic  catastrophe  of  L929 
and  the  ensuing  chaos.  It  was  a  period  of  col- 
lapsing world  prices,  or  depreciating  and  fluc- 
nating  currencies,  of  sudden  and  unpredict- 
able shifts  in  the  How  of  world  trade.  No  na- 
tion, as  long  as  it  was  obligated  to  pay  abroad 
interest  and  debts  in  gold  and  dependent  for  a 
substantial  part  of  its  income  upon  the  sale  of 
exports  in  foreign  markets,  could  feel  secure. 
As  long  as  world  prices  were  fluctuating  with 
a  steep  downward  trend,  as  long  as  foreign 
currencies  were  varying  from  week  to  week,  as 
long  as  old  established  foreign  markets  were 
cut  off  in  a  night  by  newly  devised  trade  re- 
strictions and  discriminations,  the  only  sound 
pathway  to  security  seemed  to  be  for  each  na- 
tion to  isolate  itself  so  far  as  humanly  possible 
from  an  economically  chaotic  world.  Eco- 
nomic nationalism  won  nations  not  by  its  in- 
herent desirability  but  through  the  seeming 
2ompulsion  of  circumstances. 

But  the  unhappy  thing  about  economic  na- 
tionalism is  that  the  very  efforts  of  a  nation 
to  isolate  itself  intensify  the  economic  distress 
and  breakdown  from  which  the  nation  seeks 
bo  protect  itself.  Quota  and  other  limitations 
bo  restrict  imports  prevent  other  nations  from 
selling  exports;  currency  depreciation  to  secure 
ji  more  favorable  position  in  international  mar- 
kets strikes  against  stability  upon  which  inter- 
national trade  must  be  built ;  exchange  control 
o  prevent  excessive  outflows  of  gold  retards  if 
t  does  not  kill  international  trade.  There  can 
)e  no  selling  without  buying,  no  exporting 
vithout  importing.  Consequently  the  very 
neasures  adopted  by  nations  to  protect  them- 
elves  from  the  ravages  of  the  disease  intensi- 
ied  its  virulence  and  made  it  the  more  deadly. 
Vnd  so,  particularly  during  the  past  eight  or 
(line  years,  economic  nationalism  has  been 
lightening  its  hold  upon  nation  after  nation; 
nd    every    national    leader    responsible    for 


charting  his  nation's  economic  policies  is  com-) 
pelled  to  reckon  with  its  gripping  demands. 

It  has  always  been  of  popular  appeal.  It 
wins  the  ready  support  of  the  man  on  the  street 
because  it  appeals  to  his  patriotism  to  make 
his  country  independent  of  foreign  markets  and 
of  other  nations'  policies  over  which  his  own. 
nation  has  no  control.  It  wins  powerful  po- 
litical support  because  economic  isolation, 
means  freedom  from  the  competition  of  for- 
eign goods  and  gives  the  possibility  of  monop- 
olistic profits.  It  commends1  itself  to  national 
leaders  as  the  only  apparent  protection  against 
foreign  currency  fluctuations,  dumping  prac- 
tices, arbitrary  trade  discriminations,  and  ex- 
posure to  the  uncertainties  of  foreign  exchange 
control. 

No  country  is  free  from  its  grip — not  even 
our  own.  The  Smoot-Hawley  tariff,  designed 
generally  to  embargo  all  imports  of  even  a 
remotely  competitive  character,  is  one  of  its 
children.  We  see  its  lure  today  in  the  move- 
ment for  still  more  effective  embargoes,  in  the 
cry  to  save  the  American  market  for  American 
producers,  in  the  slogan  to  "buy  American." 
The  proposal  to  increase  our  exports  by  export! 
subsidies  is  but  another  phase  of  the  same 
policy  of  economic  nationalism;  this  we  call 
"dumping"  when  practiced  by  other  nations 
and  our  own  laws  penalize  the  practice  by 
others.  Hardly  a  clay  goes  by  when  we  do 
not  receive  letters  in  the  State  Department^ 
urging  us  to  restrict  the  sending  of  immigrant 
remittances  or  other  payments  to  countries! 
which  control  the  payment  of  exchange  to  us; 
or  urging  us  to  adopt  clearing  or  compensa-i 
tion  practices  against  countries  from  which  wei 
are  having  difficulties  in  securing  payment. 
All  these  are  forms  in  various  disguises  of 
economic  nationalism. 

I 

What  I  should  like  to  do  tonight,  if  I  may.i 
is  to  suggest  in  barest  outline  something  of! 


'  ie  underlying  consequences  of  economic  nn - 
bnalism.  It  seems  to  me  of  highest  unpor- 
fcce  thai  the  American  people  should  clearly 
fcderstand  the  problem,  for  whether  or  not  our 

)iuitrv  throws  the  weight  of  its  power  behind 
ie  policy  of  economic  nationalism  or  behind 
iai  of  international  cooperation  must  depend 
ltimatelv  upon  the  American  people.  The 
lure  peace  of  the  world  may  depend  upon 
le  result. 

Whatever  may  be  said  in  its  favor  economic 
K-sufficiency  is  undeniably  a  costly  program. 
s  every  student  of  the  subject  knows,  no  mocl- 
•n  industrial  country  can  possibly  be  100  per- 
ftt  economically  self-sufficient.  The  geo- 
Itphical  distribution  of  natural  resources 
Ikes  that  quite  impossible.  Italy  lacks  coal 
id  oil ;  Germany  lacks  cotton  and  many  other 
m  materials;  England  without  imported 
)odstuffs  would  face  food  shortages  in!  a  few 
eeks.  Even  the  United  States,  the  most 
prly  self-sufficient  of  any  nation  today,  lacks 
I  and  rubber  and  coffee  and  many  tropical 
ad  other  products  necessary  for  modern  life, 
he  further  our  complex  civilization  progresses 
1  more  dependent  every  industrialized  nation 
'•comes  on  products  of  other  countries  and  of 
her  climes. 
(The  road  toward  self-sufficiency,  therefore, 

not  easy.  It  becomes  a  matter  of  degree, 
aly  can  produce  synthetic  fuel,  but  at  terrific 
ft.  England  can  intensify  her  agricultural 
I'ogram,  but  this  involves  shutting  out  many 
smpetitive  foreign  foodstuffs  and  raising  the 
m  of  food  to  her  people  by  millions  of 
puds.  Germany  can  displace  cotton  by  sub- 
litute  materials,  but  the  cost  of  producing 
me  runs  to  staggering  amounts.  The  United 
iates  could  grow  coffee  plants  under  glass,  but 
ink  of  the  cost. 

It  is  self-evident  that  the  further  a  nation 
es  in  shutting  out  desirable  foreign  products 
I  supplanting  them  with  home  production  of 
ods  which  the  nation  is  economically  or  geo- 
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graphically  unfitted  to  produce,  the  more  stag 
gering  become  the  costs,  and  the  more  intense 
becomes  the  downward  pressure  upon  the  na 
tion's  standard  of  living.  Germany  has  prob 
ably  gone  as  far  in  this  direction  as  any  in 
dustrial  nation.  I  am  told  that  in  1936  th< 
German  production  of  synthetic  light  fuel  oil; 
had  reached  50  percent  of  that  country's  con 
sumption.  Official  plans  for  1937  called  for  ai 
even  greater  proportion.  It  is  estimated  thai 
Germany's  synthetic  rubber  production  wil 
reach  20  percent  of  total  rubber  consumption 
in  the  current  year.  The  synthetic  rubber  v 
reported  to  cost  47%  cents  per  pound.  Nat 
ural  rubber  can  be  bought  in  world  market' 
for  about  15  cents  per  pound.  Similarly  gaso 
line  in  Berlin  last  fall  cost  60  cents  per  gallon' 
in  the  United  States  the  average  retail  prio 
was  2014  cents.  Multiply  that  difference  i? 
price  by  the  millions  of  gallons  used  and  yoi 
get  some  conception  of  the  cost  of  economi 
nationalism  in  Germany  with  respect  to 
single  commodity. 

In  1927  we  exported  2%  million  bales  of  cot! 
ton  to  Germany.  Ten  years  later,  in  1937,  w: 
exported  less  than  three-quarters  of  a  millioj- 
bales.  Why?  Partly  because,  being  led  b; 
the  drive  of  economic  nationalism  to  trade  I 
a  narrow  and  preferential  bilateral  basis,  ■ 
has  sought  and  found  new  sources  of  supply 
in  the  effort  to  balance  imports  with  exports^ 
partly  because  some  of  the  cotton  which  sh 
bought  10  years  ago  is  today  supplanted  by  1 
domestic  production  of  synthetic  fibers,  regard 
less  of  costs;  and  partly  because  of  reduce- 
total  consumption. 

"Tightening  the  belt"  to  create  facilities  fo 
the  production  of  costly  substitutes  means  in: 
escapably  driving  down  the  national  standard 
of  living.  Let  me  quote  you  the  words  of  Di 
Hjalmar  Schacht,  writing  of  the  German  sit 
uation : 

"I  should  like  to  make  perfectly  clear  tha, 
autarchy,  whether  natural  or  produced  artifi1 


all\ .  cammi  possibly  be  an  ideal.  It  isopposed 
>  tlie  general  principles  of  civilization.  .  .  . 
Ve  ought  to  reject  autarchy  on  principle,  be- 
nse  it  will  necessarily  lead  to  a  lowering  of 
be  standard  of  life  of  the  German  people." 

As  one  studies  the  gradual  effects  of  the 
olicy  of  economic  self-sufficiency,  as  one  meas- 
res  the  skyrocketing  costs  and  watches  the 
pndard  of  living  of  a  great  people  being 
Breed  slowly,  inevitably  downward  to  lower 
nd  lower  levels,  one  becomes  more  and  more 
■pressed  with  the  conviction  that  surely  no 
eople  conscious  of  the  cost  would  voluntarily 
hoose  this  as  their  national  policy.  It  is  un- 
linkable  that  the  United  States  should  do  so. 

A  tragic  part  of  the  immeasurable  cost  is  the 
ational  regimentation  and  strait- jacketing  of 
11  trade  which  follows  as  the  inevitable  con- 
aquence  of  the  policy.  Economic  self-suffi- 
iency  requires  governmental  prohibition  or 
estriction  of  those  imports  which  can  be  pro- 
uced  more  satisfactorily  abroad  than  at  home. 
Be  government  must  assume  to  dictate  quite 
rbitrarily  what  imports  shall  be  allowed  to 
titer  the  country  and  what  shall  not;  with 
1  less  arbitrary  action  it  must  control  home 
roduction  by  ordering  domestic  capital  and 
(Mbor  to  enter  into  certain  fields  of  production 
aid  to  keep  out  of  certain  others.  Eventually 
i;  involves  necessarily  and  inevitably  govern- 
ment dictatorship  over  the  flow  of  capital,  over 
!  rices,  and  over  labor.  Economic  self-suffi- 
iency  cannot  possibly  be  had  without  a  de- 
Iree  of  regimentation  and  arbitrary  bureau- 
jratic  control  in  utter  conflict  with  every  Amer- 
ican tradition  and  ideal  of  individual  freedom. 
|  May  I  quote  once  more  from  the  actual  ex- 
erience  of  Germany,  as  described  by  Dr. 
chacht  while  still  in  office:  "There  is  some- 
liing  unspeakably  barbaric,"  he  is  reported 
3  have  said,  "about  trading  machines  for  grain 
r  radios  for  tobacco,  like  a  negro  who  ex- 
changes his  ivory  for  all  sorts  of  glassware  or 
is  rubber  for  cotton  goods.     Do  you  really 


believe  that  this  system  is  worthy  of  a  cultil 
rated  and  civilized  humanity?" 

Beyond  these  considerations  there  is  anotheij 
compelling  reason  for  not  allowing  the  United 
States  to  be  drawn  into  the  policy  of  economic 
nationalism.  Economic  self-sufficiency  meant  ( 
necessarily  the  sacrifice  of  export  markets! 
Exports  cannot  be  had  without  imports.  Tel 
the  extent  that  self-sufficiency  means  cutting 
doAvn  imports  it  means  necessarily  a  correJ 
sponding  cutting  down  of  exports.  And  thai, 
means  unsalable  surpluses  thrown  back  upon 
domestic  markets,  great  areas  forced  out  oil 
profitable  cultivation,  large  sections  of  omj 
population  thrown  out  of  work,  the  multiplica- 
tion of  economic  and  of  social  problems  which] 
defy  solution. 

IV 

For  our  own  country,  as  for  every  other,  ai 
national  policy  of  economic  self-sufficiency 
would  mean  complete  economic  reorganization.] 
I  need  not  point  out  to  you  what  this  would* 
mean  to  the  South.  You  know  far  better  thani 
I  that  the  price  of  cotton  is  directly  dependent;: 
upon  our  maintenance  of  cotton  markets! 
abroad.  Normally  we  are  able  to  sell  within 
the  United  States  less  than  half  of  our  annuals 
cotton  production;  so  that  every  serious  loss' 
of  foreign  cotton  markets  means  southern  cot-i 
ton  farmers  and  cotton  workers  thrown  out  of 
employment.  It  means  loss,  and  perhaps  dis-' 
aster,  for  compressors  and  ginners,  seed  an  $ 
oil  processors,  brokers,  bankers,  and  shippers.;} 
Half  of  the  people  of  Texas  are  directly  orl 
indirectly  dependent  upon  cotton  for  their  live- 
lihood. And  unhappily  the  injury  is  not  con-| 
fined  to  the  export  trade.  A  serious  loss  of' 
foreign  cotton  markets  means  unsalable  sur-^ 
pluses  thrown  back  upon  already  glutted  home- 
markets;  and  that  means  cotton  prices,  noti 
merely  for  the  exportable  surplus  but  for  the 
entire  crop,  forced  down  to  levels  which  spread  i 
economic  disaster  throughout  the  land. 
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V-  you  know  full  well,  the  entire  economic 
i  of  the  South  is  buill  upon  cotton.  1 1"  col 
|l  prices  collapse,  economic  injury  spreads 
I  a  contagious  disease,  not  only  among  cot- 
i  planters,  pickers,  and  handlers,  but  also 
ong  stores,  banks,  businesses,  transportation 
ftpanies,  and  every  form  of  enterprise  which 
itches  cotton.  Loss  of  purchasing  power  like 
•talent  poison  attacks  the  vital  tissues  of  eco- 
joic  life  in  every  southern  city  and  country 
lage — yes,  and  spreads  the  poison  through- 
':  every  section  of  the  country — north,  east, 
il  west — which  is  accustomed  to  sell  to  south- 
1  buyers. 

If  there  is  one  issue  of  life-and-death  im- 
rtance  to  the  South  it  is  the  protection  and 
lengthening  of  foreign  markets  for  Ameri- 
1  cotton.  Against  the  policy  of  economic 
f-sufficiency,  the  South  must  fight  unyield- 
rly.  Upon  international  exchange  depends 
whole  economic  existence. 

V 

As  contrasted  with  the  policy  of  economic 
tionalism,  the  way  of  international  trade 
irks  the  progress  of  civilization.  The  geo- 
iphical  distribution  of  raw  materials  is  so 
.even  throughout  the  world  and  the  diversity 
\  climates  and  soils  is  so  great  that  with  the 
•ogress  of  invention  and  with  the  demands  of 
fcdern  industry  nations  must  trade  if  they 
m  to  maintain  existing  standards  of  living 
fd  survive.  Increased  international  trade 
bans  increased  national  wealth  and  an  en- 
I'hment  of  national  life.  For  a  nation  to  cut 
|elf  off  from  various  imports  simply  because 
m  can  be  produced  more  cheaply  in  other 
jrts  of  the  world  is  manifest  folly. 
.Moreover,  without  increasing  international 
iide,  there  can  be  no  lasting  world  peace, 
jonomic  self-sufficiency  rests  upon  heighten- 
y  trade  barriers  and  increasing  measures  of 
tele  discrimination.    It  means  economic  con- 


10 

flict  between  nation  and  nation  growing  e^ 
more  intense  and  more  savage;  and  econorr 
conflict  sets  the  stage  for  war.  The  drive  t 
ward  economic  self-sufficiency,  whether  due 
economic  or  to  military  reasons,  is  bound 
drive  down  national  standards  of  living 
dangerously  low  levels.  Nations,  desperate, 
in  need  of  raw  materials  and  foodstuffs  for  tj 
maintenance  of  their  populations  and  of  fo 
eign  markets  for  the  sale  of  their  surplus  pr 
duction,  cut  off  from  these  through  the  breaj 
clown  of  customary  processes  of  orderly  trad 
may  be  driven  almost  irresistibly  toward  metj 
ods  of  conquest  and  the  mailed  fist  to  tal, 
by  force  what  they  so  sorely  need.  Econom 
nationalism  is  the  wTay  to  war. 


VI 


•L, 


The  most  practical  and  most  effective  methc 
for  combating  economic  nationalism  throng] 
out  the  world  is  the  American  trade -agreemen 
program,  carried  out  under  the  Trade  Agrej 
ments  Act  of  June  12,  1934. 

The  fundamentals  of  the  program  are  sin" 
pie.  In  order  to  expand  foreign  markets  f( 
the  products  of  the  United  States,  Congrei.' 
empowered  the  President  to  make  trade  agra 
ments  with  foreign  nations  for  the  reciproci 
reduction  of  such  excessive  trade  barriers  q 
might  be  impeding  trade,  and  in  pursuance  a 
such  agreements  to  reduce  existing  America1; 
tariff  rates  by  not  more  than  50  percent.  The| 
is  nothing  arbitrary  about  the  procedure  b) 
which  trade  agreements  are  negotiated.  Th 
act  provides  for  the  giving  of  public  notice  c] 
intention  to  negotiate  an  agreement  so  that  a' 
interested  persons  may  present  their  view; 
These  presentations  of  fact  are  given  the  mos 
careful  study  and  painstaking  consideration  b; 
experts  in  the  various  governmental  agencie 
cooperating  in  the  program.  Before  any  spe 
cine  reduction  in  a  tariff  rate  is  discussed  wiffl 
a  foreign  government  the  proposal  is  submit 
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I  (o  an  exhaustive  analysis  which  covers  in 
'trielly  impartial  way  all  aspects  of  the  ques- 
n.  Scrupulous  can4  is  exercised  to  avoid 
rming  any  established  American  industry. 
id  I  believe  I  can  safely  assert  thai  during 
j  3%  years  that  the  program  has  been  in 
Bration  no  sound  and  well-established  Amer- 
|n  industry  has  had  reason  to  complain  of 
ury  through  a  trade  agreement.  On  the 
ltrary,  through  trade  agreements  hundreds 
American  producing  plants  have  found  new 
■omic  life  and  activity. 
Has  the  program  in  its  actual  operation 
')ved  really  effective  in  increasing  American 
heign  trade  and  in  combating  economic  na- 
nalism  ?  I  believe  it  fair  to  say  that  it  has. 
ice  the  inception  of  the  program  17  trade 
•eements  have  been  concluded  with  countries 
minting  for  40  percent  of  our  total  foreign 
de.  Additional  negotiations  are  in  progress. 
>>  have  already  concluded  one,  and  are  now 
jotiating  a  second,  agreement  with  our  sec- 
l  largest  customer,  Canada.  We  are  also 
jjotiating  an  agreement  with  our  largest 
tomer,  Great  Britain,  which  ordinarily  buys 
I  a  third  of  our  agricultural  exports. 
Since  the  inauguration  of  the  program  for- 
n  trade  has  markedly  increased.  Mani- 
tly  it  would  not  be  fair  to  ascribe  this  in- 
ase  to  trade  agreements  alone.  But  that 
y  substantially  stimulated  foreign  trade  is 
jicated  by  the  fact  that  during  the  2-year 
iod  of  1936-1937,  in  comparison  with  the 
[ceding  2-year  period  (1934r-1935),  the  in- 
ase  in  United  States  exports  to  all  trade- 
[eement  countries  was  41.9  percent,  whereas 
I  increase  of  our  exports  to  non-trade-agree- 
jit  countries  was  but  25.9  percent. 
:  do  not  want  to  weary  you  with  statistics, 
o  not  want  to  weary  you  with  long  recitals 
Specific  concessions  procured  for  particular 
I'.erican  exports  through  trade  agreements, 
fice  it  to  say  that  these  concessions  have 
a  numerous  and  of  very  great  importance. 
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American  exports  have  been  guaranteed  agaii 
discrimination  in  foreign  countries,  excessi 
trade  barriers  have  been  broken  down  or 
duced,  and  American  foreign  trade  has  be 
substantially  increased. 

For  many  years  unhappily  the  South  t 
suffered  under  a  system  of  mounting  tariff  hi 
riers  whereby  southern  cotton  growers 
southern  farmers  were  forced  to  pay  hi 
prices  for  the  processed  and  manufactur 
goods  which  they  had  to  buy  and  were  cri 
pled  by  the  loss  of  foreign  markets  throul 
reduced  foreign  purchasing  power.  What  t 
South  needs  is  increased  foreign  markets  a 
reduced  tariffs.  Upon  these  her  entire  e< 
nomic  existence  depends.  If  there  is  one  f< 
ture  of  present  American  policy  which  mc 
than  all  others  the  South  should  aggressive! 
fight  to  strengthen  and  to  make  permanent, 
is  the  trade-agreements  program. 
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rHE  STAKE  OF  THE  SOUTH  IN 
THE  TRADE-AGREEMENTS 
PROGRAM  l 

It  is  a  genuine  pleasure  for  me  to  have  the 
opportunity  of  being  with  Texas  friends  again. 
?here  is  something  about  the  folk  of  Texas— 
n  open-mindedness,  a  breadth  of  viewpoint,  a 
rarmth  of  heart— that  makes  me  always  happy 
o  get  back  among  you.  And  I  am  particu- 
larly glad  to  have  the  chance  of  discussing 
■th  the  members  of  this  association  a  matter 
f  such  vital  significance  to  you  and  to  the 
•eople  of  Texas  as  foreign  trade. 

Foreign  trade  is  of  great  and  manifest  im- 
ortance  to  our  leading  American  industries— 
3  our  automobile  manufacturers,  our  makers 
f  agricultural  and,  industrial  machinery,  and 
aany  others.  But  to  no  group  of  Americans 
i  it  of  more  crucial  importance  than  to  our 
armers.  To  our  southern  farmers,  and  there- 
ore  to  the  South  as  a  whole,  foreign  trade  is 

matter  almost  of  life  or  death. 

From  early  days  southern  leaders  have  recog- 
ized  this.  Under  normal  conditions  the  South 
in  sell  within  the  United  States  less  than  half 
f  its  annual  production  of  cotton.  If  foreign 
markets  are  lost  for  American  cotton,  the  South 
rices  economic  prostration.  Surpluses  unsal- 
:ale  abroad  are  thrown  back  onto  home  mar- 
Bts;  the  price  of  cotton  is  forced  down  to 
linous  levels.  Cotton  planters  are  unable  to 
teet  their  obligations;  cotton  pickers,  ginners, 
id  handlers  are  forced  out  of  work.  Planta- 
|on  people  can't  buy;  stores  can't  sell;  banks 
m't  collect  their  loans.  Bankruptcies  multi- 
address delivered  by  the  Honorable  Francis  B 
tyre,  Assistant  Secretary  of  State,  at  the  Annual  Con- 
ation of  the  Texas  Cotton  Association,  Baker  Hotel 
alias,  Tex.,  March  18,  1938.  ' 
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ply,  and  economic  stagnation  brings  in  it$l 
wake  growing  unemployment  and  social  prob^i 
lems  for  which  there  is  no  solution.  The  lift,* 
of  the  South  is  built  directly  upon  foreigrt 
markets  and  foreign  purchasing  power  foijj 
American  cotton. 

Excessive  tariffs  strike  double  injury  to  ouil 
South.  They  increase  the  cost  of  many  of  tM 
things  which  southern  farmers  have  to  buyl 
And  if  American  farmers  have  to  pay  for  thd 
things  they  need  prices  relatively  higher  than 
competing  farmers  in  other  lands,  they  face  ail 
immediate  disadvantage  when  they  seek  to  sell 
their  products  in  world  markets.  But  the  mosfo 
deadly  injury  to  southern  cotton  grower^ 
wrought  by  excessive  tariffs  is  the  loss  of  fori 
eign  markets  by  reducing  foreign  purchasing 
power  and  lessening  the  amount  of  dollar  ex 
change  available  abroad  for  the  purchase  o:| 
American  cotton.  European  nations  todai 
need  and  badly  want  more  American  cottonl 
But  they  do  not  possess,  and,  because  of  oui 
excessive  tariffs,  they  cannot  obtain  by  th 
sale  of  their  goods  to  the  United  States  sufS 
cient  dollar  exchange  to  pay  for  what  the> 
want. 

The  prosperity  of  the  United  States  is  du< 
in  no  small  degree  to  the  dominant  position  I 
American  cotton  in  the  markets  of  the  world 
But  if  by  excessive  tariffs  such  as  have  n« 
justification  beyond  purely  selfish  sectionalism 
we  insist  upon  depriving  foreign  buyers  o: 
the  purchasing  power  and  dollar  exchange 
necessary  for  buying  our  cotton,  we  must  no 
be  surprised  if  Brazil  and  Africa  and  othes 
foreign  regions  capture  the  world  markets  ou 
of  which  our  own  sectional  tariff  measures  hav 
crowded  us. 

In  the  case  of  corn,  tobacco,  wheat,  and  rice 
the  problem  is  in  a  sense  even  more  acute 
Fortunately  for  the  American  cotton  growei 
some  of  our  most  important  customers  for  cot 
ton,  such  as  Great  Britain  and  Japan,  do  no 


loduce  cotton  themselves,  and  arc  so  eager  to 

kail)  American  cotton  that  trade  harriers  are 
■  erected  specifically  to  exclude  it.  But  in 
ic  case  of  hog  products,  tobacco,  wheat,  and 
ice,  the  opposite  is  true.  Partly  for  purposes 
I  economic  self-sufficiency  and  partly  for  pur- 
oses  of  military  defense,  many  nations  today 
re  stimulating  more  and  more  intensive  do- 
testic  agricultural  production;  as  a  result 
merican  hog  products,  wheat,  rice,  and  to- 
icco  have  been  increasingly  shut  out  from 
tany  markets  by  arbitrary  and  excessive  gov- 
•nmental  restrictions.  If  American  agrieul- 
iral  interests  are  to  be  adequately  protected, 
ich  excessive  foreign  trade  barriers  as  hinder 
ic  flow  of  American  exports  to  world  markets 
ust  be  reduced. 

Because  the  economic  structure  of  the  South 
sts  upon  a  base  which  is  predominantly  agri- 
iltural,  one  can  readily  understand  why  the 
Duth  has  traditionally  supported  a  liberal 
riff  policy.  Excessive  tariffs  in  our  own 
untry  not  only  reduce  the  amount  of  dollar 
:change  available  to  foreign  buyers  of  Amer- 
an  exports  but  also  stimulate  retaliatory  for- 
%n  trade  barriers  which  block  American  ex- 
erts. Never  did  the  South  have  stronger 
ason  for  fighting  for  liberal  trade  policies 
ian  today  in  the  light  of  post-war  economic 
nditions  and  the  collapse  of  world  prices 
ilowing  1929. 

To  Texas  these  considerations  apply  with 
■en  added  force.  I  am  told  that  nine-tenths 
the  cotton  grown  in  Texas  is  shipped 
road.  Think  what  the  loss  of  foreign  mar- 
ts would  mean  directly  to  you. 
But  cotton  is  not  all.  Other  farm  products 
outstanding  importance  in  the  economy  of 
»xas  are  also  dependent  upon  foreign  de- 
md.  The  importance  of  foreign  outlets  for 
reat  and  corn  has  been  obscured  during  the 
1st  several  years  because  of  the  shortage  of 
mestic     supplies     due     to     unprecedented 


droughts.     But  now,  with  the  return  of  abun- 
dant crops,  it  becomes  imperative  to  find  ex 
port    markets    for    the    sale    of    the    surplus! 
amounts  of  these  crops  which  cannot  be  sold  at, 
home. 

Another  important  Texas  interest  is  citrusj 
fruits.  Record  production  during  the  current 
season  has  resulted  in  low  prices  to  producer^ 
despite  heavier  consumption.  The  large  num( 
ber  of  young  trees  in  Texas  indicates  a  likeli 
hood  that  production  in  this  State  will  con 
tinue  to  increase  for  some  time  to  come,  and  th< 
total  production  in  this  country  promises  U 
exceed  the  total  requirements  of  the  America!} 
market.  Additional  foreign  markets  for  citrui 
fruits  have  been  obtained  under  the  Canadiai 
and  other  trade  agreements,  but  if  the  Texai 
citrus  fruit  industry  is  to  continue  to  prospei 
additional  foreign  markets  must  somehow  b 
gained. 

So  you  see,  loss  of  foreign  markets  meanij 
economic  stagnation  for  the  entire  Soutfy 
Upon  the  maintenance  and  the  improvement  o; 
our  foreign  markets  indeed  depends  tb 
domestic  prosperity  of  our  entire  Nation. 

What  are  the  practical  steps  which  can  b;] 
taken  for  the  protection  and  the  increase  o 
our  foreign  markets  ? 

Some  have  suggested  as  the  only  practica 
salvation  for  the  South  a  sweeping  reduction 
in  the  American  tariff.  By  enabling  Ameri 
can  farmers  to  buy  the  things  they  need  a 
lower  prices  and  by  enabling  foreign  nation 
to  increase  their  sales  to  American  buyers  an- 
thus  obtain  sufficient  dollar  exchange  to  bu] 
the  cotton  which  they  need,  American  cottoi 
could  once  more  be  assured  of  a  continuinj 
dominance  over  world  markets.  Such  a  pro 
gram  has  the  advantage  of  simplicity  an< 
directness. 

But  we  live  in  a  very  practical  world.  Wh 
can  believe  that  it  would  be  possible  toda) 
even  with  the  lesson  of  the  Hawley-Smooj 
tariff  fresh  in  everyone's  mind,  for  the  Con| 


rress  (o  enact  legislation  making  sweeping  re- 
lictions in  our  tariff 9  Political  forces  with 
■ctional  ends  in  view  wage  incessant  war  in 
eason  and  out  of  season  for  ever  higher  tariff 
ates — not  lower  ones.  To  throw  open  the 
ariff  at  this  time  to  sweeping  Congressional 
evision  would  be  to  give  full  play  to  narrow 
ectional  interests  rather  than  to  great  national 
ies. 

Furthermore,  as  a  result  of  the  economic 
rm anient  which  has  been  built  up  in  foreign 
ountries,  particularly  since  1929,  our  own 
ariff  walls  are  not  the  only  obstructions  to  the 
ow  of  international  trade.  Many  foreign 
ountries  today  are  bristling  with  excessive 
iriffs,  import  restrictions,  quota  limitations, 
xchange  controls,  and  the  like.  Unless  we 
an  secure  the  elimination  or  reduction  of  ex- 
essive  trade  barriers  on  both  sides  of  the 
cean,  international  trade  will  not  increase 
'.gnificantly  and  foreign  markets  cannot  be 
tade  secure. 

Under  present-day  conditions  the  most  prac- 
cal  way  to  move  for  increased  foreign  markets 
id.  the  elimination  of  foreign  trade  discrimi- 
ition  against  American  exports  is  by  a  series 
I  agreements  with  individual  countries  to  bar- 
lin  down  excessive  trade  barriers  and  recipro- 
city to  guarantee  each  other's  trade  against 
Crimination.  This  is  the  heart  of  the  Ameri- 
|n  trade-agreements  program. 
[Following  the  economic  crash  of  1929,  in  the 
ke  of  dropping  commodity  prices,  fluctuating 
Irrencies,  and  stimulated  efforts  on  the  part 
I  many  to  dump  their  goods  onto  world  mar- 
'ts  for  whatever  they  would  bring,  the  nations 
1  the  world  proceeded  to  barricade  themselves 
(rough  import  restrictions  of  every  variety 
"ainst  imports  from  other  nations.  As  a 
Kit  of  these  arbitrary  and  effective  barriers 
irnational  trade  by  1932  had  dropped  to  a 
jird  of  its  former  value.     American  exports 

meat  and  meat  products  decreased  in  value 

67  percent,  and  those  of  wheat  and  flour  by 
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90  percent.  To  the  resulting  losses  in  farmi 
incomes  due  to  lessened  sales  must  be  added  i 
the  losses  due  to  the  sharp  reduction  in  domestic 
prices  caused  by  the  glutting  of  home  markets* 
with  unsalable  surpluses  diverted  from  foreign j 
shipment.  The  economic  prostration  of  the] 
farmer  had  a  direct  and  devastating  effect! 
upon  the  livelihood  of  merchants,  bankers! 
those  in  the  service  trades,  professional  men  ij 
and  others  in  our  small  agricultural  towns.  Hi 
American  agriculture  and  industry  were  to  bd 
protected  against  disaster,  some  kind  of  actiorij 
was  imperative.  To  meet  this  situation  bj| 
"expanding  foreign  markets  for  the  product^ 
of  the  United  States"  Congress  in  1934  passed- 
the  Trade  Agreements  Act. 

Under  that  act  to  date  17  trade  agreements! 
have  been  made,  and  others  are  in  process  o 
negotiation. 

The  program  at  first  met  opposition.  Paul 
of  this  was  due  to  men  serving  their  own  pur 
poses  who  preferred  selfish  sectional  interest) 
to  the  welfare  of  the  country  as  a  whole 
These  are  still  actively  at  work  through  power 
ful  lobbies  in  Washington. 

A  large  part  of  the  opposition  was  due  t 
ignorance  and  misunderstanding  of  the  prd 
gram.  This  is  fast  disappearing.  Mam 
former  opponents  of  the  program  are  changing 
into  friends. 

The  object  of  the  program  is  not,  as  sonii 
would  have  you  believe,  to  build  up  our  expor 
production  by  the  sacrifice  of  our  nonexpori) 
ing  producers.  Were  that  the  result  trad'i 
agreements  would  work  positive  injury.  Tto 
real  objective  of  the  program  is,  not  to  favci 
some  domestic  producers  at  the  expense  o| 
others,  but  to  benefit  all  alike  by  restoring  pro$i 
perity  through  increased  trade.  Increased  do 
mestic  markets  constitute  our  objective  quite  si 
much  as  increased  foreign  markets. 

If,  for  instance,  we  can  sell  abroad  mor 
bales  of  cotton  and  more  automobiles,  cotto) 
pickers  and  automobile  factory  workers  in  thj 


kited  Stales  can  and  will  buy  more  shoes, 
lore  meat,  more  butter  than  they  otherwise 
ould.  Moreover,  automobile  factories  will  be 
'living  iron  and  other  raw  materials  from 
very  section  of  the  country ;  and  this  in  turn 
rill  mean  increased  pay  rolls  and  increased 
kchasing  power  in  every  place  from  which 
ihey  buy.  Workmen  in  these  places  will  in 
urn  buy  goods  coining  from  still  other  sec- 
ions  of  the  country.  Each  sale  of  surplus 
•roducts  abroad  creates  a  chain  of  economic 
transactions  within  the  country,  the  total  effect 
f  which  is  to  increase  purchasing  power  be- 
ond  the  volume  represented  by  the  original 
ale;  and  increased  purchasing  power- is  what 
lakes  prosperity.  Trade  increases  employ- 
iient,  creates  profits,  and  raises  the  general 
jvel  of  well-being. 

If  the  domestic  consumption  of  some  com- 
modity thus  increases  by,  say,  100,000  units, 
ve  can  well  afford  an  increased  importation  of, 
;ay,  10,000  units,  for  our  domestic  producers 
rill  be  selling  90,000  more  units  than  before. 

In  our  17  trade  agreements  to  "date  w&  have 
uccessfully  stimulated  exports  in  those  com- 
modities in  which  we  can  obtain  the  greatest 
■burn  and  employ  large  numbers  of  American 
workmen,  and  the  carefully  considered  duty 
^eductions  which  we  have  made  in  exchange 
or  these  advantages  have  given  American 
interests  no  real  cause  for  complaint. 
;  As  an  example  of  the  care  with  which  every 
i.uty  reduction  is  studied  before  being  included 
I  a  trade  agreement,  may  I  say  a  word  about 
ne  of  the  few  concessions  which  has  aroused 
substantial  criticism,  namely,  the  concession  on 
beef  cattle  weighing  over  700  pounds,  granted 
|ri  the  Canadian  trade  agreement.  The  con- 
ession  was  carefully  limited  so  that  not  more 
;han  three-fourths  of  1  percent  of  our  average 
nnual  slaughter  of  cattle  and  calves  could  be 
jhipped  from  all  countries  into  the  United 
'itates  in  any  year  at  the  reduced  rate.  Upon 
his  strictly  limited  amount,  totaling  155,799 
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head,  the  duty  was  reduced  from  3  to  2  cent 
a  pound,  a  rate  in  fact  higher  than  that  estab 
lished  by  the  Tariff  Act  of  1922.  All  othe 
beef  cattle  of  this  weight  remain  dutiable  a 
the  old  rate  of  3  cents. 

Cattle  of  the  kind  covered  by  this  concessioi 
are  imported  chiefly  from  Canada.  Very  fev 
of  the  cattle  imported  from  Mexico  are  affecte( 
by  the  Canadian  trade  agreement.  In  193' 
and  again  in  1937  only  13  percent  of  the  tota^ 
imports  of  Mexican  cattle  consisted  of  bee'1 
cattle  coming  in  under  the  Canadian  trade 
agreement  concession. 

The  really  important  fact  is  that  this  con1 
cession  has  had  no  perceptible  influence  upo*! 
cattle  prices.  Such  decline  as  took  place  dur 
ing  the  first  half  of  1936  was  due  almost  enf 
tirely  to  seasonal  factors  and  abnormally  larg 
domestic  supplies.  Prices  rose  generally 
throughout  the  latter  half  of  1936  and  during 
the  first  three-quarters  of  1937.  By  Augus 
1937  the  average  price  for  the  month  of  al| 
grades  of  beef  steers  at  Chicago  had  actual! 
reached  $14.13  per  100  pounds,  compared  I 
$8.46  for  August  1936.  In  October,  prices  o 
choice  and  prime  grade  steers  averaged  $17.7' 
per  100  pounds,  the  highest  for  any  mont. 
since  December  1919.  Since  then  cattle  price 
have  declined,  principally  because  slaughtc 
supplies  of  livestock,  especially  hogs,  have  in1 
creased  considerably  during  a  period  charac 
terized  by  decreasing  consumer  demand  fo 
meat. 

Perhaps  no  part  of  the  program  has  bee?1 
more  widely  misunderstood  than  the  most! 
favored-nation  policy  upon  which  it  rests ;  yej 
this  in  truth  constitutes  the  very  keystone  o 
the  program,  that  which  guarantees  America: 
exports  against  discrimination  abroad.  Most- 
favored-nation  treatment  is  simply  anothe1 
name  for  nondiscrimination.  For  the  Unite*! 
States  to  embark  upon  a  policy  of  enlarging 
foreign  markets  for  its  products  and  securing 
them  against  discrimination  abroad  and  at  th 
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e  time  itself  lo  initiate  at  home  a  policy  of 
pdespread  discrimination  against  foreign 
roods  would  be  nothing  but  arrant  nonsense. 

Many  of  you  in  this  audience  will  have  heard 
>r  read  the  charge  that  because  the  benefit  of 
concessions  granted  in  a  trade  agreement  is 
Bended  automatically  to  other  nations  we  are 
riving  away  something  for  nothing. 

Such  a  notion  is  entirely  without  founda- 
ion.  We  do  not  extend  trade-agreement  con- 
cessions to  third  nations  for  no  return.  We 
rive  such  concessions  to  third  nations  only  in 
Burn  for  their  extending  to  us  all  the  bene- 
its  of  concessions  which  they  have  granted  or 
nay  in  the  future  grant  to  all  other  nations, 
[n  other  words  we  give  minimum-tariff  treat- 
nent  and  freedom  from  discrimination  in  re- 
;urn  for  minimum-tariff  treatment  and  free- 
lom  from  discrimination.  To  nations  which 
liscriminate  substantially  against  our  trade, 
Ne  do  not  extend  trade-agreement  concessions. 

The  Congress  stipulated  in  the  Trade 
Agreements  Act  that  this  policy  should  be  f  ol- 
owed  because  it  is  highly  advantageous  to 
Jiis  country.  By  means  of  the  bargaining 
;)ower  which  it  provides  through  the  power  to 
withhold  the  extension  of  concessions  to  na- 
tions which  discriminate  against  us,  the  United 
States  is  enabled  to;  secure  for  agricultural 
ind  industrial  exporters  the  benefit  of  all  tariff 
reductions  made  to  third  countries  by  coun- 
tries to  which  we  generalize  trade- agreement 
concessions.  Thus  our  products  are  assured 
}f  uninterrupted  equality  of  tariff  treatment 
in  the  markets  of  practically  every  country 
)f  the  world. 

Experience  has  proved  this  assured  freedom 
from  discrimination  to  be  of  enormous  value 
I  dollars  and  cents  to  American  trade.  As 
ipplied  to  our  imports  the  pursuit  of  this  pol- 
icy has  affected  approximately  30  million  dol- 
lars' worth  of  trade;  in  return  it  has  safe- 
guarded and  benefited  at  least  265  million  dol- 
lars' worth  of  American  exports.     In  other 
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words,  it  is  a  nine-to-one  bargain  in  our  favor 
figures  which  should  make  it  obviousi  that  the 
application  of  the  most-favored-nation  princi 
pie  in  connection  with  the  trade-agreements 
program  has  not  involved  any  undue  generos 
ity  on  the  part  of  the  United  States. 

Equality  of  commercial  treatment  to  nation 
which  extend  the  same  to  us  has  been  the  fun 
•damental  cornerstone  of  American  foreign  comd 
mercial  policy  since  the  founding  of  our  Re 
public.    It  is1  the  only  fair  and  the  only  soun^i 
policy  to  follow.    The  alternative  is  to  gran 
exclusive  preferences,  and  every  exclusive  pref 
erence  to  one  nation  constitutes  discriminatioi 
against  all  other  nations.     That  is  the  polic; 
leading  to  retaliation,  to  mounting  trade  bar 
riers,  and  to  increasing  economic  conflict.    I 
:sets  the  stage  for  war.    It  is  the  policy  adoptee 
by  a  number  of  sorely;  pressed  nations  in  recen 
years,  and  its  consequences  have  proved  disas 
trous.     It  has  played  havoc  with  their  owi 
economies  and  with  world  trade.     It  was  h;- 
check  the  ravages  of  this  very  practice  and  t\ 
get  back  on  the  road  to  recovery  that  the  Trad 
Agreements  Act  was  passed. 

How  far,  from  the  viewpoint  of  the  South 
has  the  trade-agreements  program  prove  i 
practical,  as  measured  both  by  immediate  an  j 
long-range  results?  Has  anything  of  signifj, 
cance  yet  been  achieved  for  the  benefit  a 
American  agriculture  ?  The  results  must  spea 
for  themselves. 

Direct  benefits  in  the  form  of  tariff  and  tad 
reductions  and  liberalization  of  import  quota 
have  been  obtained  with  respect  to  agriculture, 
commodities  that  comprised  approximatel  I 
one-third  of  our  1929  agricultural  exports  t 
trade-agreement  countries.  In  addition,  thesj 
countries  have  bound  on  their  free  lists,  or  aj 
existing  favorable  rates,  agricultural  product! 
which  accounted  for  almost  another  third  c 
our  farm  exports  to  them.  Literally  hundred) 
of  concessions  in  one  form  or  another  have  beei 
obtained  for  our  farm  products  in  contrast  t 
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he  relatively  few  and  limited  concessions 
granted  by  us  on  foreign  agricultural  products. 

It  is  impossible  with  accuracy  to  measure  by 
rade  statistics  the  actual  effects  of  trade  agree- 
nents  because  the  flow71  of  trade  is  affected  by 
;o  many  factors.  For  instance,  the  effect  of 
rade  agreements  upon  farm  exports  and  im- 
ports has  been  obscured  by  the  farm  shortages 
ind  high  prices  prevailing  in  this  country  as 
i  result  of  the  unprecedented  droughts  of  1934 
md  1936.  Nevertheless,  the  trade  figures  are 
significant.  During  1936  the  value  of  American 
exports  to  countries  with  which  no  trade  agree- 
nent  had  been  made  increased  over  1935  by 
mly  4  percent;  that  of  exports  to  trade-agree- 
nent  countries  by  14  percent.  Similarly,  the 
ralue  of  imports  from  non-trade-agreement 
jountries  increased  by  16  percent,  while  the 
'alue  of  imports  from  trade-agreement  coun- 
ries  increased  by  22  percent. 

During  1937  American  exports  to  trade- 
igreement  countries  again  increased  more  than 
exports  to  other  countries.  Although  the  ef- 
fects of  the  drought  of  1936  and  of  industrial 
•ecovery  outweighed  the  effects  of  trade  agree- 
nents  on  our  imports  in  1937,  American  ex- 
torts to  the  group  of  trade-agreement  coun- 
ties showed  a  further  increase  over  1936  of  40.6 
>ercent,  whereas  the  increase  to  the  nonagree- 
nent  countries  was  but  33.7  percent. 

Some  of  the  most  outstanding  increases  in 
jxports  of  agricultural  commodities  for  which 
liity  reductions  were  obtained  are  products  of 
najor  importance  to  Texas.  In  1936,  the  first 
rear  of  the  Canadian  agreement,  exports  of 
vegetables  to  Canada  increased  by  nearly  a 
nillion  dollars,  and  exports  of  fruits  by  nearly 
wo  and  one-half  million.  In  the  first  9 
ttonths  of  1937  the  value  of  vegetables  ex- 
ited to  Canada  was  19  percent  higher  than 
n  the  like  period  of  1936,  and  that  of  fresh 
regetables,  21  percent.  An  outstanding  in- 
crease was  recorded  by  fresh  tomatoes,  a  Texas 
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specialty,  which  were  25  percent  higher  in  thi 
1937  period. 

Noteworthy  increases  were  recorded  also  ii 
our  exports  of  grapefruit,  oranges,  and  appleij 
to  Canada.  The  two  former  each  increased  1 
percent,  the  latter  28  percent,  during  the  firs] 
9  months  of  1937  as  compared  with  the  saimi 
period  in  the  preceding  year.  While  exports 
of  citrus  fruits  from  Texas  may  not  yet  con 
stitute  a  large  fraction  of  our  total  nationa 
production,  nevertheless  every  export  of  frui 
from  competing  States  is  of  direct  and  substan1 
tial  gain  to  Texas  fruit  growers  since  our  do 
mestic  markets  in  consuming  States  are  there' 
by  relieved  of  price-depressing  surpluses  to  th| 
advantage  of  all  American  fruit  growers. 

One  of  the  most  significant  developments  i* 
our  foreign  trade  is  the  improvement  in  cotto; 
exports.  That  cotton  exports  have  increasec" 
in  spite  of  greatly  reduced  purchases  by  Japar 
indicates  that  when  the  price  is  attractive  ex 
ports  will  respond  readily  to  enhanced  puil 
chasing  power  abroad  as  economic  recover 
progresses  and  channels  of  international  tradj 
are  unblocked.  It  also  indicates  that  the  worlj 
still  prefers  American  cotton  when  it  can  tl 
obtained  at  a  price  close  to  that  of  competirij 
growths.  I  am  told  that  the  activities  of  yovj 
association  looking  to  the  improvement  of  trl 
quality  of  cotton  grown  in  Texas  are  material]! 
assisting  in  maintaining  this  preference. 

While  the  lower  price  and  the  more  f avo:j 
able  relationship  with  the  prices  of  competing 
growths  have  undoubtedly  helped  to  stimulaij 
the  demand  for  American  cotton  this  seaso:l 
nevertheless  there  can  be  no  doubt  that  til 
general  reduction  of  trade  barriers  and  tlj 
consequent  increased  purchasing  power  macj 
available  to  foreign  countries  through  the  ojj 
eration  of  the  trade-agreements  program  haij 
also  been  important  factors.  Indeed,  as  oil 
trade-agreements  program  goes  forward,  on<| 
the  log- jam  of  existing  international  trade  rj 
strictions  and  barriers  is  broken  and  our  foj 
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ign  commerce  expands,  cotton  is  likely  to 
fciefit  in  the  long  run  quite  as  much  as 
oniinodities  on  which  direct  duty  reductions 
Lave  been  obtained. 

Of  key  importance  in  the  program  are  the 
kotiations  now  going  forward  with  the 
kited  Kingdom.  Taken  together,  the  export 
nd  import  trade  of  the  United  States  and  the 
Jnited  Kingdom  with  its  Colonies  constitutes 
lmost  30  percent  of  total  world  trade.  Great 
Britain  furnishes  our  largest  export  markets, 
n  1936  she  bought  from  us  goods  to  the  value 
f  $440,122,000,  or  17.9  percent  of  our  total 
xports. 

To  agriculture  the  conclusion  of  an  agree- 
lent  with  the  United  Kingdom  is  of  particular 
mportance.  Because  of  the  highly  industrial- 
zed  nature  of  that  country  and  its  dense 
►opulation,  vast  quantities  of  food  and  other 
gricultural  products  must  be  imported.  In 
929  we  exported  $445,126,000  of  agricultural 
iroducts  to  the  United  Kingdom  out  of  a  total 
f  $1,692,774,000  to  all  countries.  In  1936,  al- 
hough  this  trade  had  somewhat  recovered 
rom  the  low  years  of  the  depression,  our  sales 
f  agricultural  products  to  the  United  King- 
iom,  amounting  to  $245,067,000,  were  still  only 

little  over  half  of  the  1929  figure. 

In  closing  may  I  add  one  further  thought? 
Jo  country  can  be  prosperous,  no  section  of  the 
ountry  can  have  stable  prosperity,  unless  we 
Lave  peace.  Whatever  makes  for  peace  makes 
or  American  welfare. 

Lasting  world  peace  cannot  be  built  upon 
conomic  conflict.  Neither  can  it  be  built  upon 
lational  economic  isolation. 

Modern  industrial  nations  cannot  under 
>resent-day  conditions  maintain  adequate 
tandards  of  living  without  importing  huge 
uantities  of  foodstuffs  and  raw  materials  and 
without  exporting  huge  quantities  of  surplus 
production  to  foreign  markets.  Such  policies 
s  block  international  trade  upon  which  the 
ery    life   of    modern    nations    depends    lead 
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straight  down  the  pathway  to  war.    There  k 
no  escape. 

In  the  tortured,  fearsome  world  in  which  wc 
live  today,  America  cannot  afford  to  adopt  anj 
policies  except  those  which  make  for  peace 
She  has  during  recent  years  deliberately 
adopted  a  liberal  foreign  commercial  policy 
for  the  stimulation  of  international  trade  noi 
merely  because  such  a  policy  means  increasec 
profits  to  American  producers  of  export  prod 
ucts  and  increased  domestic  purchasing  powe: 
to  the  profit  of  all.  The  trade- agreement 
program  has  a  far  larger  and  far  more  impor 
tant  justification.  Increased  and  liberalize< 
international  trade  is  the  only  possible  f ounda 
tion  upon  which  to  build  stable  and  lastinj 
peace.  And  to  that  great  end  America  presse 
forward. 
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IOW  TRADE  AGREEMENTS 
ARE  MADE 

By  Francis  B.  Say  re 

The  approval  of  the  Trade  Agreements  Act 
I  June  12,  1934,  initiated  a  new  and  interest- 
ig  chapter  in  American  tariff  history.  Not 
ily  did  it  bring  to  an  end  a  policy  of  exag- 
srated  protectionism  running  riot  under  the 
ighest  tariff  known  to  American  history,  but 

brought  to  successful  fruition  the  idea  of 
triff  adjustment  through  reciprocal  agreement 
ith  other  nations,  first  attempted  with  but 
Loderate  success  under  the  McKinley  Tariff 
.ct  of  1890  and  the  Dingley  Tariff  Act  of 
397.  The  new  legislation  was  framed  upon  a 
Hnbination  of  three  principles— tariff  nego- 
ation  by  Executive  agreement;  congressional 
elegation  to  the  President  of  the  power  of 
iriff  adjustment  within  prescribed  limits;  and 
eneralization  of  all  tariff  reductions  (except 
lose  granted  to  Cuba)  to  the  products  of  all 
Duntries  which  do  not  discriminate  against 
.merican  commerce.  It  has  proved  intensely 
ractical.  Already  16  trade  agreements  have 
een  negotiated  under  its  authority  with  na- 
ons  accounting  for  almost  40  percent  of  the 
)tal  foreign  trade  of  the  United  States. 

The  trade-agreements  program  has  also 
roved  of  outstanding  significance  from  a 
'orld  point  of  view.  Coming  into  effect  just 
Ifjien  the  economic  aftermath  of  the  war  and 
le  crash  of  1929  were  engendering  new  forms 
|  trade  restrictions  of  unprecedented  severity 
nd  when  the  drive  toward  economic  national- 
m  and  trading  in  exclusive  preferences  was 
ecoming  more  and  more  intense,  it  has  proved 
ne  of  the  most  effective  programs  being  car- 
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ried  out  anywhere  to  combat  these  disastron 
tendencies. 

The  success  of  a  program  in  large  measu 
depends  upon  its  administration.  The  maij 
ner  in  which  agreements  come  into  being — hoi 
the  machinery  is  organized  and  how  it  func 
tions  in  practice — is  therefore  of  considerab] 
importance. 

I.  Organization 

When  the  Trade  Agreements  Act  was  passe 
in  1934  the  first  question  which  confronted  i 
was  a  very  practical  one:  What  was  the  moi 
effective  kind  of  machinery  which  could  I 
devised  for  carrying  out  the  infinitely  dimcu 
and  complex  task? 
Interdepartmental  organization 

Already  many  agencies  in  the  Governmel 
were  at  work  on  foreign  trade  problems.  M 
tivities  were  not  confined  to  the  Department  ^ 
State.jlln  the  Department  of  Commerce,  tl 
Bureau  of  Foreign  and  Domestic  Commeri 
has  for  years  been  working  to  promote  and  cb 
velop  the  foreign  commerce  of  the  Unite, 
StatesSyTo  this  end  it  has  built  up  a  group  i 
highly  trained  experts  who  compile  and  pu] 
lish  foreign  trade  statistics,  investigate  foreig 
trade  restrictions,  prepare  foreign  trade  rj 
ports,  and  lend  assistance  generally  to  Amei 
cans  at  home  and  abroad  engaged  in  expo} 
business.  The  Tariff  Commission,  charge 
with  studying  the  economic  and  fiscal  effects  ( 
our  tariff,  maintains  another  group  of  ecoi 
omists  and  commodity  experts  engaged  in  pn 
paring  studies  and  surveys  relating  to  produc 
imported  into  the  United  States  and  the  vail 
ous  effects  of  specific  imports  upon  competitr 
domestic  production.  In  the  Department  .< 
Agriculture,  the  Bureau  of  Agricultural  Ec 
nomics  is  constantly  studying  foreign  agricu 
tural  conditions  and  the  consequent  trends  J 
foreign  demand  for  American  agricultur 
products.     The  Treasury  Department,  which 
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karged  with  the  collection  of  import  duties 
nd  the  general  administration  of  our  customs 
nvs.  is  likewise  interested  in  our  foreign  com- 
lercial  policy. 

Those  various  parts  of  I  he  machine  had  in  the 
kit  functioned  individually  with  relative 
Iciency,  bu1  there  was  little  coordination  of 
leif  activities  and  still  loss  unified  vision  and 
Pgleness  of  purpose  in  conceiving  common 
Ijectives  and  then  driving  forward  to  achieve 
Cm.  The  strain  of  the  depression  further 
Lphasized  Huxuee^d  of  greater  integration.  J 
fecorcRngry^  the  President  on'  November  11, 
933.  authorized  the  creation  of  a  policy  com- 
mittee of  high-ranking  officials  of  the  depart- 
ments and  governmental  agencies  concerned 
or  the  purpose  of  coordinating  the  commercial 
fcicy  of  the  Government  and  of  centralizing 
li  the  hands  of  a  single  agency  the  supervision 
I  all  Government  action  affecting  our  import 
Id  export  trade, 

I  The  Executive  Committee  on  Commercial 
plicy,  as  the  new  committee  was  called,  has 
fern  that  time  been  functioning  with  marked 
Success.  It  meets  weekly  under  the  chairman- 
hip  of  an  Assistant  Secretary  of  State  and 
ceeps  constant  watch  over  commercial  develop- 
nents.  Through  subcommittees  it  makes  ex- 
;ended  studies  and  reports  upon  problems  com- 
ng  within  its  purview.  It  advises  upon 
Questions  of  commercial  policy  referred  to  it 
3y  the  President  or  by  the  heads  of  depart- 
ments. Through  the  various  departments  it 
exercises  a  constant  and  potent  influence  upon 
{he  commercial  policy  of  our  Government. 
[  When  v'he  Trade  Agreements  Act  of  June  12, 
L934,  was  passed,  instead  of  drawing  arbitrary 
charts  and  blueprints  and  creating  overnight 
an  elaborate  independent  organization  for  deal- 
ing with  foreign  trade  problems  and  for  nego- 
tiating trade  agreements,  we  gradually  built 
up  an  interdepartmental  organization  more  or 
less  along  the  lines  of  the  Executive  Committee 
on    Commercial    Policy,    already    functioning 


smoothly.  In  order  to  make  full  use  of  th«| 
long  experience,  ripe  knowledge,  ,andr  triec 
capacity  of  the  foreign  trade  experts  alreadj 
at  work  in  different  departments,  various  inter] 
departmental  committees  were  set  up  and  inter 
meshed  for  handling  specific  problems  as  the} 
arose.  Out  of  this  interdepartmental  organ} 
zation  has  grown  a  spirit  of  close  cooperatio] 
between  the  various  departments  and  agen 
cies — a  spirit  which  is  in  itself  somewha 
unique  and  wholly  refreshing.  In  place  of  thi 
petty  jealousies  which  at  times  mar  the  inter 
action  of  governmental  agencies  there  exist 
today  a  valuable  spirit  of  common  enterpris 
in  pushing  to  completion  good  trade  agree 
ments  that  goes  far  to  make  the  work  a  success 

The  Committee  for  Reciprocity  Information 

One  of  the  problems  which  we  faced  at  thi 
outset  was  how  to  tap  in  a  practical  way. thi 
vast  reservoir  of  facts  and  information  pos 
sessed  by  men  in  the  actual  mills  of  business 
so  as  to  make  doubly  sure  that  our  negotiation1 
and  eventual  agreements  would  rest  upon  real1 
istic,  practical  foundations.  Section  4  of  thi. 
Trade  Agreements  Act  provides  that  befon 
any  trade  agreement  is  conducted  opportunity 
shall  be  given  interested  persons  to  presen 
their  views,  if  In  accordance  with  these  provi 
sions,  the  President  by  Executive  order  oi 
June  27,  1934,  created  the  Committee  for  Eeci 
procity  Information,  composed  of  representa 
tives  from  all  the  departments  concerned  ii 
foreign  trade,  to  "function  under  the  directioi 
and  supervision  of  .  .  .  the  Executive  Com 
mittee  on  Commercial  Policy." 

This  Committee  for  Reciprocity  Informa 
tion  is  a  most  important  part  of  the  trade 
agreements  machine.  In  constant  and  inti 
mate  touch  with  all  aspects  of  trade -agreement: 
policy,  it  provides  a  central  point  of  contac 
between  the  public  and  the  interdepartmenta 
trade-agreements  organization.  Most  of  it: 
members  also  serve  on  the  Trade  Agreements 


knmittee.    Its  chairman  is  the  Vice  Chair- 
nan  of  EKe  Tariff  Commission,  where  it  has  its 
ThrougE  it  the  informattoil  and  views 
Rich  any  interested  person  may  care  to  sub- 
nit   are  made  available  in  an  orderly  manner 
I  the  entire  trade-agreements  organization. 
ping    composed    of    permanent    Government 
jfficials,  it  is  nonpartisan  in  nature  and  objec- 
ive  in  outlook.     Its  members  have  no  axes  to 
End.     They  have  but  a  single  object— to  ac- 
quire such  factual  information  as  lias  a  perti- 
lent  bearing  upon  the  specific  proposal  under 
tnsideration.     Before  commitments  are  made 
I  any  trade  agreement,  the  Committee  receives 
Ee  written  views  of  interested  persons  and  in 
iddition  gives  opportunity  in  open  hearings 
for   oral   presentations.     After   an   agreement 
lias  been  concluded  it  welcomes  information  or 
lews  concerning  its  actual  operation  or  con- 
cerning any  aspect  of  the  trade- agreements  pro- 
gram.    The  information  and  views  thus  pre- 
sented are  carefully  analyzed  and  digested  and 
are  systematically  distributed  to  all  of  the  gov- 
ernmental agencies  cooperating  in  the  program. 
The  Trade  Agreements  Committee 

The  other  all-important  body  which  super- 
vises and  energizes  the  whole  program  is  the 
Trade  Agreements  Committee,  established  by 
the  Executive  Committee  on  Commercial 
Policy  on  June  22,  1934.  Its  membership  in- 
cludes high  officials  from  the  Department  of 
State,  the  Department  of  Commerce,  the  Tariff 
Commission,  the  Department  of  Agriculture, 
the  Treasury  Department,  and  the  Agricul- 
tural Adjustment  Administration.  It,  also,  is 
strictly  nonpartisan.  Its  members,  mature 
men  of  tested  judgment  and  expert  knowledge, 
have  been  studying  foreign  and  domestic  trade 
problems  for  years. 
Sjyecial  subcommittees 

As  the  need  has  developed,  the  Trade  Agree- 
ments Committee  has  appointed  a  number  of 
subcommittees,    composed    of    economists    and 
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technical  experts  from  the  various  departments, 
for  the  purpose  of  pursuing  studies,  preparing 
reports,  and  making  recommendations  for  its 
consideration.  Thus,  "country  committees' 
have  been  appointed  to  prepare  detailed  studies 
of  our  trade  with  countries  with  which  trade 
agreements  are  contemplated  or  are  in  negotia 
tion;  "commodity  committees"  have  been  cre- 
ated to  investigate  specific  commodities  01 
groups  of  commodities  of  particular  impori 
tance ;  and  other  committees  have  been  named 
to  deal  with  special  technical  problems  such  as; 
quotas,  exchange  control,  discriminations,  and 
the  like.  In  addition  to  these  there  is  a  special 
subcommittee  known  as  the  Planning  Com- 
mittee, whose  members  are  responsible,  as  a 
body,  for  the  orderly  development  of  the  entire 
program  and,  individually,  for  making  sure 
that  the  trade-agreements  work  in  their  respec^ 
tive  departments  is  carried  on  expeditiously 
and  thoroughly. 

The  Trade  Agreements  Division  of  the  Depart- 
ment of  State 
In  the  State  Department,  which  must  carry 
the  ultimate  responsibility  for  the  shaping  of 
foreign  policy  and  for  conducting  negotiations 
with  foreign  governments,  a  special  section  to 
deal  with  trade  agreements  was  organized  in 
June  1934,  immediately  after  the  passage  of 
the  Trade  Agreements  Act,  as  an  adjunct  to  the 
office  of  the  Assistant  Secretary  of  State  in 
charge  of  the  program.  In  the  following  year, 
as  the  work  developed  and  increased  in  volume, 
the  section  was  organized  as  a  separate  Division 
with  its  own  Chief.  This  was  effected  by  a 
departmental  order  on  May  27,  1935.  The 
Chief  of  the  Trade  Agreements  Division  is  also 
the  chairman  of  the  Interdepartmental  Trade 
Agreements  Committee. 

II.  Administration 

Trade-agreement  discussions  are  usually  ini- 
tiated as  part  of  our  integrated  trade-agree- 


kits  program,  although  occasionally  they 
fiow  out  of  sonic  specific  foreign  trade  prob- 
pm  under  discussion  or  result  from  the  request 
I  a  foreign  government. 

'nitial  report  by  Trade  Agreements  Division 

If  as  a  result  of  entirely  informal  discussions 
tween  officials  of  the  State  Department  or 
ither  departments  the  negotiation  of  a  trade 
green  lent  seems  to  merit  serious  consideration, 
Ed  if  there  is  likelihood  that  the  foreign  gov- 
inment  concerned  would  be  prepared  to  enter 
nto  negotiations  upon  the  basis  of  equality  of 
reatment  in  respect  to  all  forms  of  trade  con- 
rol,  a  preliminary  report  with  recommenda- 
tions is  prepared  in  the  Trade  Agreements 
pvision  of  the  Department  of  State.  JQiis 
•eport.  if  approved  by  the  Planning  Com- 
nittee.  is  then  formally  laid  before  the  Trade 
agreements  Committee  for  extended  discussion. 

lomi deration  of  initial  report  oy  Trade  Agree- 
ments Committee 

At  the  meeting  of  the  Trade  Agreements 
Committee  the  proposal  receives  its  first  bap- 
;ism  of  fire.  The  wide  range  of  critical  discus- 
don  which  ensues  reveals  the  many  different 
ingles  of  approach,  the  expert  knowledge  and 
the  breadth  of  vision  of  the  various  members 
if  the  Committee.  Questions  ranging  through 
the  whole  field  of  our  economic  and  trade  rela- 
tions with  the  country  under  consideration  are 
[lung  back  and  forth.  What  will  be  the  direct 
ind  indirect  effects  upon  varioiis  domestic  in- 
dustries resulting  from  different  tentative  pro- 
posals? What  concessions  might  we  hope  to 
get^rn  view  of  the  political  and  economic  con- 
ditions" prevailing  there?  If  a  system  of 
quotas  or  exchange  control  prevails,  what 
wouM~t>e  the  chances  of  obtaining  equality  of 
treatment  and  expansion  of  trade?  What 
trade  barriers  could  we  ourselves  reduce  safely 
in  return? 
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If  under  this  heavy  fire  the  proposed  nego- 
tiations seem  practicable  and  desirable,  the 
Trade  Agreements  Committee  then  appoints  ani 
interdepartmental  country  committee  to  under- 1 
take  an  exhaustive  and  comprehensive  survey  | 
of  all  aspects  of  our  commercial  relations  withi 
the  country  under  consideration. 

Work  of  the  Country  Committee 

At  this  point  begins  the  heaviest  work  of  all. 
The  members  of  the  country  committee  are 
Government  experts  chosen  with  great  care. 
They  settle  down  to  a  painstaking  work  oc- 
cupying weeks  and  often  months.  The  De- 
partment of  Commerce  member  is  responsible] 
for  having  prepared  in  that  Department  sta- 
tistical tables  showing  the  quantity  and  value 
of,  and  the  trends  in,  the  trade  between  the 
two  countries  over  a  considerable  period  of 
years.  He  is  also  responsible  for  the  prepara- 
tion of  detailed  studies  of  each  of  the  products 
we  export  to  the  designated  country,  indicat- 
ing with  respect  to  each  product  the  propor- 
tion of  American  production  which  is  exported, 
the  proportion  of  imports  to  the  country  in- 
volved supplied  by  the  United  States,  and  the 
relative  value  of  the  particular  market  to 
American  exporters.  Each  study  also  contains' 
information  relative  to  foreign  tariff  rates  ands 
other  import  restrictions  affecting  the  product,' 
the  extent  to  which  a  reduction  of  trade  bar- 
riers might  be  expected  to  result  in  increased 
importations  from  the  United  States,  and  the 
prospects  of  obtaining  such  a  reduction  in  the: 
light  of  economic  and  other  conditions  in  the 
foreign  country.  In  each  case  the  study  con- 
cludes with  a  tentative  recommendation  as  toi 
the  desirability  of  attempting  to  obtain  a 
concession. 

Similarly  the  Tariff  Commission  member  of 
the  country  committee  is  responsible  for  having! 
prepared  in  the  Tariff  Commission  tables  and 
studies  analyzing  and  digesting  in  the  same 
iine  detail  all  pertinent  information  relative  toi 
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nr  imports  from  the  country  under  con- 
Eeration.  These  studios  show  with  respect  to 
BE  import  item  the  proportion  of  Smerican 
nports  originating  in  that  country  and  in 
kher  supplying  countries.  They  deal  in  eoo- 
mso^with  conditions  in  competing  American 
Eustries,  particularly  as  they  are  or  may  be 
ffected  by  foreign  competition.  Each  study 
Lcludes  with  a  tentative  recommendation  as 
)  the  possibility  of  granting  a  concession  on 
le  product  in  question  if,  in  the  event  actual 
egotiations  ensue,  such  action  should  appear 
ecessary  to  secure  more  favorable  treatment 
ft*  our  export  trade. 

In  the  meantime,  agricultural  experts  are 
re  pa  ring  studies  of  agricultural  products 
rhich  enter  into  the  trade  between  the  two 
ountries,  and  Treasury  experts  are  consider- 
tig  questions  relating  to  tariff  classifications 
nd  customs  administration.  The  State  De- 
partment member  of  the  country  committee 
tudies  the  commercial  policies  of  the  other 
ountry,  and  is  responsible  for  the  formulation 
f  the  general  provisions  of  the  proposed  trade 
.greement.  He  also  assumes  responsibility  for 
he  coordination  and  general  progress  of  the 
pork. 

tentative  formulation  of  list  of  concessions  to 
be  requested  {Schedule  I) 

After  sufficient  progress  has  been  made  on 
hese  studies  and  reports,  the  country  com- 
nittee  begins  a  series  of  meetings  for  the  pur- 
pose of  formulating  tentative  recommendations 
is  to  the  items  which  might  be  considered  in  a 
;rade  agreement.  Usually  the  products  which 
ve  export  to  the  foreign  country  are  consid- 
ered first.  Commodity  and  technical  experts 
ire  in  most  instances  invited  to  assist  in  the 
liberations,  and,  if  the  problem  with  regard 
I  a  particular  product  is  unusually  complex, 
Dr  if  its  ramifications  extend  to  questions  be- 
yond the  competence  of  the  country  committee, 
it  will  be  referred  for  intensive  study  and  re- 
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port  to  a  permanent  or  ad  hoc  commodity  01 
technical  committee. 

When  the  country  committee's  study  of  these- 
export  items  has  been  completed,  two  groups 
of  commodities  emerge — those  as  to  which  it 
seems  practicable  and  desirable  to  request  trade 
concessions,  and  those  as  to  which,  because  oi 
the  unimportance  of  the  trade  involved,  be! 
cause  of  the  slightness  of  the  existing  trade  re- 
strictions, because  of  the  fact  that  some  country! 
other  than  ourselves  is  the  most  important  sup- 
plier of  the  product,  or  for  some  other  reason] 
it  seems  undesirable  to  request  concessions.  A 
list  of  commodities  in  the  first  group  is  ther 
prepared,  with  recommendations  as  to  just 
what  concessions  should  be  requested — whethei 
a  tariff  cut,  a  quota  enlargement,  a  freeind 
from  import  restrictions,  a  binding  in  duty,  01 
a  combination  of  some  or  all,  and  the  extent  ol 
each.  This  list  forms  the  basis  of  what  will] 
ultimately  become  "Schedule  I." 

Tentative  formulation  of  list  of  concession^ 
which  might  he  granted  [Schedule  II) 
Next,  the  country  committee  turns  its  atten- 
tion to  the  study  of  import  items  and  the  prep- 
aration of  Schedule  II,  the  list  of  concessions 
which  we  might  consider  granting  in  return' 
Using  as  a  basis  the  carefully  worked  out  sta- 
tistics and  digests  prepared  by  the  Tariff  Com: 
mission,  the  country  committee  launches  into 
an  even  more  intensive  study,  commodity  by 
commodity,  of  each  item  of  our  imports  from 
the  country  in  question.  Before  any  conces-i 
sion  is  recommended  for  consideration  in  the 
negotiations,  it  is  painstakingly  examined  ir 
the  light  of  our  past  tariff  treatment  of  the 
commodity,  of  the  proportion  of  imports  tc 
domestic  production,  of  the  status  and  condi- 
tions of  the  domestic  production  of  the  comJ 
nioclity,  of  the  probable  effects  upon  domestic 
production  of  greater  competition  from  thei 
country  under  consideration  and  from  all  other 
countries,  and  of  possible  effects  upon  allied  01 
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pnpeting  domestic  industries.  Needless  to 
iv.  partisan  or  purely  political  considerations 
lay  no  part  throughout  this  Long  study.  The 
|e  criterion  is  economic  cause  and  effect;  the 

>lc  objective  is  improvement  of  American 
munerce,  foreign  and  domestic.  Prom  the  view- 
lint  of  the  country  as  a  whole. 

After  weeks  of  intense  study,  a  list  at-4ast 
lerges  embracing  those  products  as  to  which 

may  be  expected  that  the  foreign  government 
ill  request  concessions  and  as  to  which  we 
light  consider  granting  their  requests.  This 
mils  the  basis  of  what  will  ultimately  become 
Schedule  II." 

From  this  expert  study  and  many-sided  con- 
deration  of  each  commodity  involved  comes 

profound  understanding  of  the  entire  trade 
Eween  the  United  States  and  the  country  in 
Liestion  with  all  its  hindrances,  its  possibilities 
)r  improvement,  and  its  limitations.  CThe_ 
ielgian  Country  Committee,  to  cite  a  concrete 
sample,  put  forth  10  or  11  massive  volumes  of 
etailed  studies  and  reports  on  articles  em- 
raced  in  Belgian-American  trade;  and  other 
wintry  committees  in  like  proportionTt 

Consideration  of  tentative  Schedules  I  and  II 

by  the  Trade  Agreements  Committee 
In  the  meantime  informal  exploratory  con- 
Irsations  of  a  tentative  character  with  the, 
Ireign  government  have  been  initiated  at  the 
tate  Department.  Trade  agreements  include 
ot  only  schedules  of  specific  concessions  on 
ach  side  but  also  general  provisions  designed 
3  prevent  all  discrimination,  to  insure  fair 
reatment,  and  to  safeguard  the  detailed  con- 
essions.  Before  announcement  is  made  of  the 
ntention  to  negotiate,  the  State  Department 
lust  be  satisfied  that  there  is  sufficient  basis 
or  agreement  to  make  a  successful  conclusion 
irobable.  It  must  be  satisfied  that  the  other 
government  is  prepared  to  negotiate  on  an 
inconditional  most-favored-nation  basis;  that 
b  is  ready  to  cease  any  discriminations  against 
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, 


American  commerce  in  respect  to  tariff  tr( 
ment,  quotas,  allotments  of  foreign  exchange}, 
import  permits,  and  in  every  other  respect ;  and , 
that  it  is  desirous  of  negotiating  for  the  reducij 
tion  of  excessive  trade  barriers  on  each  side. 

If  it  seems  clear  that  this  is  the  case,  the 
tentative  Schedules  I  and  II,  .jas  they  hav<j 
emerged  in  the  country  committee,  are  then  sub 
mitted  to  the  Trade  Agreements  Committee  io\ 
additional  study  and  consideration.  Agaiii 
each  separate  item  on  both  of  the  schedules  ii 
debated  and  analyzed,  this  time  by  high  offi 
cials  who  have  in  mind  collateral  economic 
considerations  and  high  policy  and  who  bring 
to  bear  on  the  accumulated  evidence  new  an( 
varied  points  of  view.  Many  items  are  re 
ferred  back  to  the  country  committee  or  t< 
other  subcommittees  for  fresh  consideration. 

Up  to  this  point,  in  spite  of  the  great  amoun 
of  work  which  has  been  done,  every  conclusioi 
is  contingent  and  every  decision  purely  tenta 
tive.  The  President  has  not  yet  studied  th 
schedules;  private  interests  have  not  yet  filec 
their  briefs  or  appeared  in  oral  hearings 
Until  after  the  public  hearings  everything  tha 
is  done  is  in  the  nature  of  study  and  prepara 
tion.  Actual  commitments  and  final  decision 
do  not  begin  until  after  all  the  views  presented 
to  the  Committee  for  Keciprocity  Informatioi' 
have  been  digested,  studied,  analyzed,  and  care 
fully  considered,  and  the  resulting  recommen 
dations  have  been  approved  by  the  President. 

Preliminary  announcement  that  negotiation 
are  contemplated  c 

If  the  decision  of  the  Trade  Agreement; 
Committee  is  favorable  to  an  agreement  and  I 
the  foreign  government  is  in  accord,  the  Secre 
tary  of  State  issues  a  preliminary  announce 
ment  that  negotiations  are  contemplated,  so  a 
to  afford  any  interested  person  in  this  countri 
an  opportunity  to  suggest  to  the  Committe, 
for  Keciprocity  Information  the  import  or  e3 
port  products  which  in  his  opinion  should  \\ 


13 

aid 


huded  in  t lie  proposed  negotiations.    To 

i  the  preparation  of  suggestions,  there  is 
sued  with  Ehe  preliminary  announcement  a 

riot'  review  of  the  trade  between  the  two 
mntries  and  a  statistical  table  of  the  principal 
sports  and  imports  entering  into  that  trade. 

Suggestions  received  pursuant  to  the  prelim- 
iary  announcement  are  carefully  analyzed; 
ad  if  such  action  appears  to  be  warranted, 
ems  will  be  added  to  or  removed  from  the 
rotative  schedules,  which  continue  under 
stive  consideration. 
'ormal  notice  of  intention  to  negotiate 

Some  four  or  five  weeks  after  the  prelim- 
lary  announcement  .has  been  made,  formal 
ublic  notice  of  intention  to  negotiate  is  issued 
ursuant  to  section  4  of  the  act.  With  this 
otice  is  published  a  list  of  the  products  as  to 
diich  the  United  States  will  consider  grant- 
lg  concessions  to  the  other  country— a  list  pre- 
ared  from  the  tentative  Schedule  II  as  revised 
y  the  Trade  Agreements  Committee,  from  the 
ingestions  made  to  the  Committee  for  Reci- 
procity Information,  and  from  the  "request" 
It  of  items  presented  by  the  other  govern- 
lent.  The  object  of  this  advance  announce- 
lent  of  the  list  of  commodities  is  to  obviate 
he  necessity  of  filing  briefs  covering  those 
ther  commodities  which  enter  into  the  trade 
»etween  the  two  nations  but  which  for  one  rea- 
bn  or  another  are  certain  not  to  be  involved 
n  the  negotiations.  Not  every  commodity 
Lamed  in  this  list,  of  course,  will  be  the  subject 
.f  an  eventual  concession.  It  is  merely  a  list 
rtiich  will  form  the  basis  of  negotiations. 
Presentations  and  hearings  he  fore  the  Com- 
mittee for  Reciprocity  Information 

The  notice  also  fixes  the  dates  for  the  presen- 
ation  of  written  and  of  oral  statements  to  the 
Committee  for  Reciprocity  Information,  under 
•egulations  issued  by  the  Committee. 

As  in  the  case  of  the  suggestions  received 
following  the  preliminary  announcement,  all 
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statements  submitted  in  briefs  or  orally  at  tori 
open  hearings  before  the  Committee  for  RetTn 
procity  Information  are  studied  in  the  m^t 
thorough  and  intensive  manner.  The  sta 
ments  are  carefully  digested;  these  digests,  ra 
gether  with  the  original  briefs,  are  prompt^ 
sent  to  the  various  departments  and  to  the  de< 
partmental  representatives  on  the  country  com- 
mittee, where  the  views  thus  presented  are 
thoroughly  weighed  and  analyzed.  In  the 
light  of  this  new  information  the  country  coim 
mittee  revises  its  tentative  recommendation* 
and  reports  its  final  conclusions  to  the  Trade 
Agreements  Committee. 

The  Trade  Agreements  Committee  then  pro- 
ceeds to  give  fresh  study  to  the  two  schedules 
in  the  light  of  the  information  coming  througr. 
the  Committee  for  Reciprocity  Information 
Considerable  modification  usually  results,  'f  hi 
two  schedules  as  finally  approved  by  the  Trade 
Agreements  Committee  are  then  submitted  <tt 
the  Secretary  of  State  and  ultimately  to  the 
President  for  modification  or  approval. 

During  all  this  time  there  has  been  a  constant 
interlocking  of  the  work.  While  the  countrj 
committee  and  other  subcommittees  are  wres' 
tling  with  various  specific  problems,  the  Trade 
Agreements  Committee  is  considering  the  ques^ 
tions  of  larger  policy  involved.  At  the  sam« 
time,  briefs  and  letters  are  coming  in  to  th< 
Committee  for  Reciprocity  Information,  anc 
this  information  is  continuously  being  turned 
over  to  all  the  departments,  committees,  or  in 
dividuals  directly  concerned  and  constantly  in 
fluences  important  decisions.  General  conver 
sations  with  the  foreign  government  on  i 
purely  tentative  basis  are  often  simultaneously 
proceeding  at  the  State  Department  concerning 
the  general  character  or^scope  of  the  proposec 
agreement.  In  this  way  direction  can  be  givei 
at  an  early  stage  to  the  studies  of  the  othei 
government  and  much  time  can  be  saved 
Needless  to  say,  howeve'r,  no  commitments  oj 
any  kind  are  made  until  after  the  completioi 
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,  the  hearings  before  the  Committee  for  Reci- 
vity  Information. 
>  beginrvmg  of  formal  negotiations 

"t'ter  tentative  plans  and   proposals  are  ap- 
ed by  the  Secretary  of  State  and  by  the 
sidenU  the  way  is  then  clear  to  begin  formal 

(otiations  with  the  other  country  within  the 

iits  of  the  approved  proposals.  This  is  one 
1  the  most  delicate  tasks  of  ally  New  prob-— ^ 
ems  and  new  difficulties  arise  on  every  side. 
Exposals  are  met  by  counterproposals;  new 
idrmulas  have  to  be  found  for  meeting  unfore- 
seen difficulties.  Agreement  must  be  reached 
tot  only  with  regard  to  the  schedule  items,  but 
ilso  with  regard  to  the  general  provisions  to  be 
Ticluded  in  the  trade  agreement.  These  gen- 
ial .  provisions,  which  have  been  prepared  in 
Constant  consultation  with  legal  and  technical 
experts,  are  designed  to  safeguard  the  conces- 
sions to  be  exchanged  and  to  provide,  in  gen- 
eral, sound  principles  governing  trade  relations 
Def ween  the  two  countries. 

While  we  are  in  the  very  midst  of  these  hair- 
trigger  negotiations,  seeking  to  win  an  agree- 
ment of  real  profit  to  both  sides,  high-powered 
lobbyists  make  their  voices  heard  throughout 
the  country,  using  every  device  to  defeat  or 
upset  the  agreement.  Pressure  is  brought 
against  members  of  Congress;  Washington  is 
deluged  with  inspired  letters  and  telegrams. 
The  country  rings  with  the  protests  of  special 
interests;  unhappily  few  seem  sufficiently  con- 
cerned to  speak  for  the  interests  of  the  con- 
sumer or  of  the  Nation. 

III.  The  New  Method  of  Tariff  Adjustment 

In  spite  of  the  enormous  difficulty  and  com- 
plexity of  the  task  involved,  and  despite  the 
obstacles  which  only  too  frequently  have  been 
thrown  in  the  way,  our  machinery  has  func- 
'tioned  effectively.  We  have  successfully  ne- 
gotiated to  date  16  trade  agreements.  One 
|  cannot  accurately  measure  the  precise  effects  of 
trade  agreements  by  increases  in  foreign  trade ; 
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too  many  extraneous  and  independent  factors 
enter  in.     But  we  do  know  that  whereas  the 
total 'foreign  trade  of  the  United  States  with 
non-trade-agreement    countries    increased     in 
1936  over  1935  by  only  9.2  percent,  the  trad* 
with  countries  with  which  we  had  made  aar< 
merits  increased  by  18.2  percent.    During  133' 
although  imports  into  the  United  States  wfer 
affected  far  more  by  the  effects  of  the  sever 
drought  of  1936  and  of  the  industrial  recover^ 
than  by  trade  agreements,  exports  to  agree- 
ment countries  increased  by  40.6  percent  over 
the  preceding  year  as  contrasted  with  an  iix| 
crease  of  33.7  percent  in  exports  to  nonagree- 
inent  countries. 

Never  in  the  past  has  the  United  States  fol- 
lowed such  a  careful  and  expert  method  oJ 
dealing  with  problems  of  foreign  trade.  Never 
before  has  consideration  of  tariff  matters  beeri 
so  free  from  logrolling,  politics,  and  narrow 
sectional  influences.  Formerly  professional 
lobbyists  frequently  crowded  others  off  the 
stage/  Now  there  exists  an  effective  means; 
available  to  all  without  cost,  whereby  everyone 
is  assured  of  a  careful  and  impartial  hearing 
by  trained  officials  who  have  no  party  interest 
to  serve.  It  is  the  interests  of  our  Nation  as  a 
whole  which  under  the  new  procedure  are  shap: 
ing  our  foreign  commercial  policy. 

The  procedure  which  has  been  developed  for 
the  monumental  task  of  formulating  and  ne- 
gotiating trade  agreements  is  kept  elastic  and 
flexible.  We  are  continually  adjusting  it  in  the 
light  of  experience,  trying  to  iron  out  sue! 
imperfections  as  become  apparent.  It  is 
process  which  is  thoroughly  democratic  anc 
thoroughly  American  in  the  best  sense  of  thai 
word.  And  it  is  a  process  which  demonstrably 
is  making  an  important  contribution  to  the 
economic  improvement  of  our  country  and  tc 
the  strengthening  of  the  forces  of  peace 
throughout  the  world. 
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HE  EFFECT  OF  THE  TRADE-AGREE- 
MENTS PROGRAM  UPON  NEW  ENG- 
LAND INDUSTRIES  AND  NEW 
ENGLAND  LABOR1 


I  feel  happy  that  you  have  given  me  the 
Lance  of  coming  here  to  New  England  to  talk 
ith  you  this  afternoon.  It  is  like  coming  back 
)me  for  me,  for  most  of  my  life  I  have  lived 
l  New  England.  I  admire  the  sterling  worth 
id  the  splendid  integrity  of  New  England 
iople;  among  them  are  many  of  my  oldest 
id  warmest  friends.  I  deeply  care  about  New 
ngland's  welfare  and  about  her  future. 
I  am  glad,  also,  of  this  chance  to  discuss  the 
merican  trade-agreements  program  with 
>u — a  subject  which  has  been  debated  through- 
it  New  England  with  considerable  heat  and 
notion.  Unhappily  it  has  become  entangled 
ith  political  antagonisms.  That  is  particu- 
krly  unfortunate,  for  the  program  was  not 
mceived  as  a  Democratic  measure  or  as  a 
epublican  measure.  It  grew  out  of  a  great 
ational  need  and  a  world-wide  emergency, 
•ur  foreign  policy,  both  in  its  commercial  and 
s  political  phases,  should  transcend  party  pol- 
ics.  The  trade-agreements  program  was 
emulated  solely  upon  the  basis  of  sound  busi- 
ess  and  economic  principles;  it  has  been  ad- 
linistered  with  scrupulous  care  to  serve  the 
elfare  of  the  Nation  as  a  whole,  and  not  to 
jrve  the  special  interest  of  any  particular  po- 
tical  party  or  clique  or  of  any  one  section  of 
le    country    or    of    any    single    occupational 
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group.  It  is  distinctively  an  American  pro1 
gram  for  the  benefit  of  the  whole  Americai 
people. 

I  should  like  to  discuss  the  program  thil 
afternoon,  however,  particularly  from  the  view1 
point  of  New  England  manufacturers  and  Ne^ 
England  workers.  No  matter  how  greatly  tfo 
program  may  benefit  the  United  States  as  { 
whole,  how  does  it  concretely  affect  New  Eng 
land  mills  and  industries? 

I  want  to  lay  the  facts  before  you  with  al 
honesty ;  and  I  feel  confident  that  you  will  b 
fair  enough,  and  generous  enough,  to  hear  m 
with  your  minds  stripped  of  political  bias  an< 
freed  from  emotional  prejudices  lately  gen 
erated  during  the  negotiation  of  the  Czecho 
slovak  agreement.  For  I  well  realize  th 
extravagant  predictions  of  business  ruin  whic] 
were  circulated  throughout  New  England  dui 
ing  the  negotiation  of  that  agreement,  and  th 
genuine  fear  which  gripped  employer  am 
laborer  alike  as  a  result  of  these  dire  predic 
tions.  Shoe  workers  were  told  that  if  th 
agreement  should  be  signed  New  England  sho 
factories  would  be  closed  and  shoe  worket 
would  be  stripped  of  their  jobs.  All  over  Nfl 
England  went  up  a  swelling  chorus:  "Tlr 
treaty  spells  ruin;"  and  thousands  there  wet 
who  believed  it. 

Well,  you  know  what  happened.  The  agret 
ment  has  been  made,  and  New  England  hi 
not  been  ruined.  The  tariff  on  the  most  highl 
competitive  type  of  shoes  has  not  been  reducec 
and  New  England  shoe  factories  have  bee 
guarded  against  injury  with  respect  to  a 
types  of  shoes  covered  in  the  agreement  by 
provision  which  makes  possible  the  preventio 
of  the  importation  of  shoes  from  all  countrit 
beyond  one  and  a  quarter  percent  of  the  ave; 
age  annual  American  production.  In  oth( 
words,  the  results  of  the  trade  agreement  a* 
to  give  to  American  producers  a  virtual  assul 
ance  of  9834  percent  of  the  American  mark< 
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5  long  as  the  trade  agreement  remains  in 
)rce.    Do  yon  consider  that  unfair? 

An  article  in  the  AnnaUst  of  March  25,  1938, 
I  business  activity  in  Now  England  sums  up 
hat  I  believe  to  be  the  prevailing  sentiment 
f  the  country.  "Although,"  slates  the  article, 
i  number  of  New  England  shoe  manufacturers 
ave  expressed  disapproval  with  the  tariff  con- 
jssions  granted  by  the  United  States  Gov- 
mment  (in  the  Czech  agreement),  a  perusal 
f  the  provisions  of  the  treaty  will  show  that 
leir  markets  have  been  left  practically 
ntouched." 

In  the  words  of  an  editorial  published  in 
le  Boston  Herald  on  March  9,  1938,  2  days 
fter  the  signing  of  the  Czech  agreement: 

We  can  simply  conclude  that  most  of  the 
istressful  remarks  from  Washington  and  local 
£ ritory  are  made  for  political  effect,  without 
careful  study  of  the  facts,  the  figures,  and  the 
ast  of  shoemaking  here  and  abroad.  .  .  .  The 
ard-headed  manufacturers  will  take  a  more 
ncouraging  view  of  their  own  abilities  and 
tieir  industry  than  most  of  the  politicians 
3em  to  have.  The  manufacturers  were  afraid 
tiat  the  duty  on  a  certain  type  of  shoes  would 
e  lowered.  It  remains  unchanged.  They 
'ondered  whether  the  Czechoslovakian  shoes 
7ould  be  dumped  on  us  in  a  huge  volume, 
'hey  will  not  be.  .  .  .  Moreover,  there  are  care- 
ally  drawn  provisions  for  preventing  any 
isastrous  developments. 

"Probably  our  textile  manufacturers,  who 
re  concerned  now  about  the  pending  Anglo- 
Lmerican  treaty,  will  be  delighted  if  their  in- 
Brests  are  safeguarded  as  intelligently  as  those 
f  the  shoe  manufacturers.  ...  If  New  Eng- 
ind  fares  as  well  hereafter  as  it  has  in  this 
atest  pact,  there  should  be  little  complaint." 

Thoughtful  people  throughout  New  England 
re  now  beginning  to  realize  not  only  that  the 
)zech  trade  agreement  has  not  ruined  New 
Cngland,  but  that,  as  it  stimulates  the  move- 
aent  of  additional  trade,  its  carefully  framed 
irovisions  will  prove  of  positive  benefit.  By 
jroviding  new  outlet  markets  for  New  Eng- 


land  exports,  it  promises  increased  employment 
for  New  England  workers;  and  by  providing 
new  outlet  markets  for  exports  from  other  sec] 
tions  of  the  United  States  and  thus  increas 
ing  pay  rolls  and  purchasing  power  throughout 
our  country,  the  agreement  will  help  to  enlarge 
American  markets  for  New  England  products] 
in  every  section  of  our  country  which  produce; 
goods  for  export  in  the  Czech  trade. 

Today,  may  I  add,  there  are  being  indus 
triously  circulated  again  throughout  New  Eng 
land  the  same  dire  predictions  and  the  sami 
prophecies  of  disaster  and  ruin  if  the  Britisl] 
trade  agreement  is  signed.  The  fears  of  tex 
tile  workers  are  being  excited  today  in  pre 
cisely  the  same  way  as  the  fears  of  shoe  work 
ers  were  a  few  weeks  ago.  Surely  I  do  not  havi 
to  plead  with  you  against  being  misled  by  such  i 
chorus. 

I  know  you  will  do  all  in  your  power  to  com 
bat  this  unjustified  sowing  of  fear.  You  cai 
do  far  more  to  stop  this  particular  evil,  an< 
thus  protect  sound  business  interests  from  un 
necessary  injury,  than  any  Government  officia 
in  the  trade-agreements  organization.  Ob 
viously,  I  cannot  tell  you,  and  no  one  else  coul< 
tell  you,  exactly  what  any  trade  agreemen 
still  in  process  of  negotiation  ultimately  wil 
contain.  No  one  knows.  But  I  can  say  this 
None  of  our  17  trade  agreements  thus  far  negc 
tiated  has  caused  substantial  injury  to  an; 
well-established,  sound  American  industry 
The  same  will  be  true  of  the  eighteenth. 

Our  program  is  not  free  trade  but  expan 
sion  of  trade.  We  clo  not  propose  and  do  no 
seek  the  elimination  of  all  tariffs.  We  seel 
the  reduction  of  excessive  and  economical! 
unjustifiable  trade  barriers  on  both  sides,  sue! 
as  are  of  positive  injury  to  American  busines 
and  to  American  industry.  Our  whole  objec 
tive  is  to  benefit  and  not  to  injure  domesti 
producers.  Believe  me,  there  is  never  a  tarii 
rate  touched  in  a  trade  agreement  except  afte 


he  most  painstaking  study  of  the  commodity 
nvolved,  of  the  problems  and  needs  of  Ameri- 
can employers  and  workers  engaged  in  its  pro- 
luction,  and  of  the  possible  effects  both  direct 
md  indirect  of  increased  importations  both 
from  the  country  under  consideration  and  from 
bird  countries.  Every  commodity  and  every 
ariff  rate  under  consideration  in  the  British 
rade  agreement  is,  I  can  assure  you,  being 
studied  with  the  same  unflagging  concern  for 
he  interests  of  American  producers  and  with 
he  same  scrupulous  care  which  has  marked  the 
legotiation  of  every  other  trade  agreement. 

II 

From  the  trade  agreements  already  concluded 
(ew  England  has  profited  greatly  through  in- 
Teased  outlets  for  her  products  both  abroad 
md  at  home.  Some  conception  of  the  depend- 
ence of  New  England  upon  export  markets  can 
>e  gained  from  the  fact  that,  according  to 
nippers'  declarations,  New  England  products 
hipped  directly  to  foreign  countries  were 
'alued  in  1929  at  200  million  dollars.  By 
932  their  value  had  dropped  to  57  million 
lollars.  I  need  not  picture  to  you  what  that 
Irop  meant  to  New  England.  Losses  of  course 
pere  not  confined  to  New  England  producers. 
Jew  England  railroads,  banking  houses,  in- 
urance  companies,  trucking  concerns,  ware- 
louses,  and  the  thousands  of  workers  de- 
>endent  upon  them,  all  suffered.  With  that 
iisastrous  drop  in  export  outlets  came  extended 
inemployment,  decreasing  pay  rolls,  wide- 
pread  economic  dislocation  and  human  suffer- 

It  was  to  regain  lost  foreign  markets,  in- 
rease  domestic  production  and  purchasing 
>ower,  and  get  mill  wheels  turning  again  that 
he  trade-agreements  program  of  1934  was 
idopted  to  bargain  away  the  excessive  and 
Leightening  trade  barriers  which  were  block- 
tig  international  trade.     Concerning  benefits 
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and  advantages  secured  for  New  England,  I 
can  find  very  little  in  New  England  news- 
papers ;  and  I  hear  less.  Yet  the  list  of  impor- 
tant concessions  of  profit  to  New  England  is 
growing  with  every  new  trade  agreement 
signed.  Let  me  read,  if  it  will  not  wearv 
you,  a  list  only  of  the  more  important  general: 
commodity  groups  of  interest  to  New  England,* 
in  regard  to  which  concessions  have  already 
been  secured  in  one  or  more  trade  agreements:) 

Leather  and  leather  footwear 

Hardware,  cutlery,  and  mechanics'  tools 

Cotton:  semimanufactures  and  manufac- 
tures 

Mining  and  quarrying  machinery 

Printing  machinery 

Rubber  footwear  and  other  manufactures 
of  rubber 

Textile  machinery 

Foundry  and  machine-shop  products 

Electrical  machinery  and  appliances 

Paper  and  paper  products 

Precision  and  other  tools 

Wool :  semimanufactures  and  manufactures 

Silk  and  rayon:  semimanufactures  and 
manufactures 

Automobile  parts  and  accessories 

Wood  products 

Jewelry  and  plated  ware 

Clocks,  watches,  and  clockwork  mechanisms 
and  parts 

Marble,  granite,  and  slate 

Furniture  of  iron  and  steel 

Guns,  rifles,  revolvers,  ammunition,  anc 
powder  for  hunting 

As  already  indicated,  however,  it  would  not 
be  fair  to  think  of  New  England's  benefits  fron 
the  trade-agreements  program  as  confined  t( 
foreign  outlets  secured  for  distinctively  Ne\> 
England  products.  Increased  exports  fron 
every  other  section  of  the  country  mean  in 
creased  purchasing  power  throughout  th< 
United  States  and  increased  American  market! 
for  New  England  products. 

Since  the  inauguration  of  the  program  Amer 
ican    foreign   trade   has   markedly   increased 


Lnifestly  it.  would  not  do  to  ascribe  this  Ln- 
fease  bo  trade  agreements  alone.  But  that 
fey  substantially  stimulated  foreign  trade  is 
jdicated  by  the  fact  thai  during  the  2-year 
fciod  of  1936-1937,  in  comparison  with  the 
Seceding  2-year  period  (193^-1935),  the  in- 
fease  in  United  States  exports  to  all  trade- 
jreement  countries  was  41.9  percent,  whereas 
bring  the  same  period  the  increase  of  our  ex- 
trts  to  non-trade-agreement  countries  was 
ut  25.9  percent. 

The  American  trade-agreements  program  has 
roved  intensely  practical.  American  foreign 
lade  has  been  substantially  increased,  exces- 
ive  trade  barriers  have  been  broken  down  or 
educed,  and  American  exports  have  been 
uaranteed  against  discrimination  in  many  f  or- 


ign  countries. 


Naturally  not  every  section  of  the  United 
Jtates  profits  to  the  same  degree  from  each  sep- 
irate  trade  agreement.  Some  trade  agreements 
,re  with  countries  predominantly  agricultural. 
lich  countries,  in  the  main,  offer  large  export 
>utlets  for  our  industrial  products  and  seek  ag- 
Icultural  concessions  from  us.  Other  agree- 
nents  are  with  countries  predominantly  indus- 
rial.  These  generally  offer  large  export  out- 
ets  for  our  agricultural  products.  When  we 
tere  negotiating  with  predominantly  agricul- 
ural  countries,  such  as  with  Canada,  we  were 
tccused  by  many  agricultural  interests  of  the 
^Vest  or  Midwest  of  selling  them  "down  the 
river,"  and  of  sacrificing  the  agricultural  West 
;o  industrial  New  England.  When  we  are  ne- 
gotiating with  predominantly  industrialized 
countries,  such  as  Czechoslovakia  and  the 
United  Kingdom,  we  are  told  by  New  England 
and  other  industrial  sections  of  the  country 
that  we  are  selling  them  out  to  the  agricul- 
tural interests  of  the  country. 

What  I  want  to  emphasize  and  make  clear 
this  afternoon  is  that  the  trade-agreements  pro- 
gram   must    be    viewed    as    a    unified    whole. 
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There,  is  not  the  slightest  justification  for  th« 
charge  that  farmers  are  being  sacrificed  to  f ac 
tory  workers  or  that  factory  workers  are  being! 
sacrificed  to  farmers.  Never  in  the  history  oi 
our  country  has  the  adjustment  of  tariff  rates 
been  carried  out  with  such  absolute  impartial*] 
ity,  such  freedom  from  sectional  bias,  suchi 
scrupulous  concern  for  the  interests  and  thd 
welfare  of  the  country  as  a  whole.  Indus- 
trialized New  England  may  perceive  more  di- 
rect gains  from  agreements  with  predomi- 
nantly agricultural  countries,  such  as  Canada 
or  Cuba.  But  New  England  need  have  noth-j 
ing  to  fear  from  agreements  with  highly  indus- 
trialized countries  such  as  the  United  Kingdom 
or  Czechoslovakia.  For  there  is  not  a  trade 
agreement  negotiated  in  which  the  interests  oi 
American  industrialists  and  manufacturers  arc 
not  painstakingly  considered  and  studied  so  as 
to  find  some  practical  way  of  easing  excessive 
and  economically  unjustifiable  trade  barriers 
without  in  fact  doing  injury  to  American  pro 
ducers. 

Surely  the  day  has  passed  when  we  can  think 
of  New  England  prosperous  if  western,  farm 
ers  are  unable  to  make  a  living  wage.  The 
essential  interests  and  economic  life  of  indus-' 
trial  sections  and  of  agricultural  sections  of 
our  country  are  so  closely  and  inextricably  in 
terknit  today  that  prosperity  or  adversity  can 
not  touch  one  group  without  sooner  or  later 
reaching  all.  When  farm  income  goes  down, 
farmers  cannot  buy  the  shoes,  clothing,  radios 
or  other  industrial  goods  which  they  desire  and 
are  accustomed  to  buy.  When  factory  pay 
rolls  fall  off,  factory  workers  cannot  buy  the 
beef,  pork  products,  or  other  farm  produce 
which  they  desire  and  are  accustomed  to  buy. 
When  the  purchasing  power  of  one  group  falls 
off,  disaster  spreads  like  virulent  poison  among 
every  other  group  accustomed  to  sell  to  them. 
The  only  sound  wTay  to  build  for  the  enduring 
benefit  of  one  group  is  to  build  for  all.    When, 


s  a  result  of  the  Canadian  trade  agreement, 
Canadian  duties  in  nearly  600  QOnagricultural 
aritf  descriptions  were  reduced,  our  fanners 
ubstantially  profited  through  the  sale  of  more 
teat  and  farm  products  to  the  workers  in 
very  American  factory  whose  production  in- 
reased  as  a  result  of  increased  sales  to  Can- 
da;  and  these  farmers,  with  consequently  in- 
reased  purchasing  power,  in  turn  bought  more 
pods  from  New  England  and  other  industrial 
reas. 

Ill 

The  road  to  prosperity,  as  every  manufac- 
turer knows,  lies  through  increased  produc- 
ivity,  increased  sales,  increased  pay  rolls — in 
\  word,  in  our  present  world  of  seeming  over- 
production, it  lies  through  finding  increased 
narket  outlets.  How  ?  What  is  the  most  prac- 
ical  and  hard-headed  way  to  achieve  this? 

Two  alternative  methods  have  been  sug- 
gested, each  inconsistent  with  the  other — the 
>ne  negative,  the  other  positive;  the  one  illu- 
iory,  the  other  realistic.  The  first  is  through 
ihutting  out  all  foreign  goods  from  American 
narkets.  The  second  is  through  developing 
md  building  up  new  and  increased  home  and 
foreign  markets. 

The  first  method,  that  of  shutting  out  all 
Foreign  importations  so  as  to  assure  a  100-per- 
jent  monopoly  of  the  American  market  for 
jach  American  producer,  regardless  of  the  cost 
:o  consumers,  has  the  appearance  of  simplicity 
ind  directness.  The  difficulty  is  it  is  too  sim- 
ple and  too  naive.  It  is  not  practical.  Our 
experience  under  the  virtually  prohibitive 
tariff  rates  of  the  Hawley-Smoot  Act  has  shown 
that  the  embargo  method  is  certainly  not  the 
way  to  prosperity.  Imports  took  a  tail  spin 
from  4,399  million  dollars  in  1929  to  but  1,450 
million  in  1933.  This  did  not  spell  prosperity 
for  domestic  producers  even  if  they  did  attain 
close    to    100    percent    of    the    home    market. 
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Under  that  embargo  tariff  the  value  of  man' 
factures  produced  in  New  England  fell  fromi 
6,400  million  dollars  in  1929  to  3,100  million 
dollars  in  1933 — to  less  than  half.  Massa- 
chusetts pay  rolls  in  1932  fell  to  but  46  per- 
cent of  wlxat  they  were  in  1929.  The  un-j 
paralleled  drop  in  purchasing  power  through- j 
out  the  United  States  and  consequent  wide- 
spread economic  dislocation  spread  disaster  in 
New  England  as  well  as  in  every  other  section 
of  the  country. 

The  embargo  policy  rests  upon  the  false  as- 
sumption that  markets  are  static  and  fixed.  In| 
fact,  we  know  that  precisely  the  opposite  is 
true.  Markets  rapidly  expand  and  contract! 
with  available  purchasing  power.  The  prac- 
tical way  to  secure  increased  markets  is  not  to 
shut  out  all  imports  so  as  to  obtain  100  percent) 
of  a  shrunken  domestic  market  but  to  expand 
vigorously  the  domestic  as  well  as  the  foreign 
market  through  increased  pay  rolls  and  in- 
comes due  to  stimulated  trade. 

Cheddar  cheese,  which  has  been  a  spear  point 
of  criticism  by  opponents  of  trade  agreements, 
furnishes  an  excellent  example.  In  1932 
American  producers  enjoyed  99.84  percent  of 
the  domestic  market.  But  at  that  time  Ched-. 
dar  was  selling  for  only  10  cents  a  pound,  and 
the  gross  income  of  the  industry  was  but  37 
million  dollars.  In  1936,  after  the  Canadian 
trade  agreement  had  come  into  force,  some 
Canadian  cheese  came  across  the  border,  so 
that  the  share  of  the  American  producers  in 
the  American  market  was  reduced  to  97.78  per- 
cent. But  Cheddar  consumption  rose  to  an  all- 
time  high,  and  Cheddar  prices  rose  to  an 
average  of  15.3  cents.  The  gross  income  of 
the  industry  in  the  United  States  increased  to; 
over  75  million  dollars.  In  1937  it  was  about 
the  same. 

If  we  can  sell  abroad  more  bales  of  cotton 
and  more  automobiles,  cotton  pickers  and  auto- 
mobile factory  workers  in  the  United  States 
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•an  and  will  buy  more  shoes,  more  textiles, 
toore  moat,  more  butter  (ban  they  otherwise 
lould.  Moreover,  automobile  factories  will  be 
buying  raw  materials,  parts,  and  accessories, 
from  every  section  of  the  country;  and  this 
.n  turn  will  mean  increased  pay  rolls  and  in- 
creased purchasing  power  in  every  place  from 
which  they  buy.  Workmen  in  these  places  will 
in  turn  buy  goods  coming  from  still  other  sec- 
tions of  the  country.  Each  sale  of  surplus 
products  abroad  creates  a  chain  of  economic 
transactions  within  this  country,  the  total  ef- 
fect of  which  is  to  increase  purchasing  power 
beyond  the  volume  represented  by  the  original 
sale;  and  increased  purchasing  power  is  what 
makes  prosperity.  Trade  increases  employ- 
ment, creates  profits,  and  raises  the  general 
level  of  well-being. 

If  the  domestic  consumption  of  some  com- 
modity thus  increases  by,  say,  100,000  units, 
we  can  well  afford  an  increased  importation  of, 
say,  10,000  units,  for  our  domestic  producers 
■will  be  selling  90,000  more  units  than  before. 

It  must  not,  therefore,  be  supposed  that  the 
result  of  a  trade  agreement  is  to  build  up  our 
export  production  by  the  sacrifice  of  our  non- 
exporting  producers.  Were  that  the  result, 
trade  agreements  would  work  positive  injury, 
lln  actual  fact,  we  have  sacrificed  no  domestic 
producers.  In  our  17  trade  agreements  to  date 
we  have  successfully  stimulated  exports  in  those 
commodities  in  which  we  can  obtain  the  great- 
est return  and  employ  large  numbers  of  Ameri- 
can workmen ;  and  the  carefully  considered  duty 
reductions  which  we  have  made  in  exchange  for 
these  advantages  have  given  American  interests 
'  no  real  cause  for  complaint. 

In  short,  if  through  skillfully  formulated 
trade  agreements  the  flow  of  trade  can  be 
i  stimulated  and  increased  in  both  directions, 
economic  activity  will  increase  on  both  sides  of 
the  water  in  greater  volume  than  that  repre- 
sented by  the  export-import  transactions  in- 
volved.   Domestic  producers — those  who  do  not 
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export  as  well  as  those  who  do — will  be  distinct 
gainers,  not  losers.  This  has  been  proved  again 
and  again  by  actual  experience.  Profits  and 
increased  markets  come  through  stimulated 
trade — not  through  killing  all  foreign  trade  by] 
embargoes. 

IV 

One  final  question  I  should  like  to  discuss. 
How  does  the  trade-agreements  program  affect 
New  England  labor?  \ 

I  have  strong  sympathies  with  the  rank  and 
file  of  workers  throughout  the  Nation.  Upon 
the  well-being  of  our  millworkers  and  our 
farmers  depends  the  real  prosperity  of  Amer- 
ica. I  have  had  a  lifelong  sympathy  with 
American  labor.  I  prize  an  honorary  member- 
ship card  given  me  by  the  Boston  Central 
Labor  Union  some  years  ago  before  I  went  to 
Washington.  So  that  I  speak  with  the  true 
interests  of  labor  very  sincerely  at  heart.  What 
does  the  trade- agreements  program  mean  tol 
the  thousands  of  workers  and  employees  in 
New  England  mills  and  factories? 

The  answer  follows  from  what  I  have  alreadyi 
said.  It  means  more  jobs;  it  means  increased 
pay  rolls.  The  current  misconception  thatj 
American  labor  is  best  protected  by  shutting 
out  all  foreign  goods  so  as  to  save  the  American: 
market  for  American  workers  is  unsound  to  the; 
core.  It  is  a  misconception  which  profits  cer-i 
tain  limited  groups  at  the  expense  of  American! 
labor  and  of  the  country  as  a  whole.  Some 
of  our  best-known  labor  leaders  have  told  me 
that  they  are  frequently  approached  and 
secretly  urged  by  such  groups  to  array  labor! 
against  this  trade  agreement  or  that  one. 

The  utter  falsity  of  the  conception  is  strik-, 
ingly  proved  by  cold  facts  and  hard  experience. 
In  1929  imports  into  this  country  were  valued 
at  approximately  4%  billion  dollars ;  the  index 
number  for  production  of  manufactures  (based 
on  1923-25  as  100),  stood  at  119;  the  employ- 
ment index,  at  105;  the  pay-roll  index,  at  109.; 
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he  number  of  unemployed  was  estimated  as 

tween  2  and  2y2  million.  In  1932  this  huge 
due  of  imports  had  fallen  to  V/s  billion  dol- 
ts. With  this  falling  off  of  imports  what 
as  happening  to  American  labor?  The  pro- 
uction  index  for  manufactures  fell  to  63; 
hployment,  to  06;  pay  rolls,  to  46.  At  least 
W2  millions  of  workers  were  unemployed. 

Statistics  give  clear  proof  not,  indeed,  that 
Lcreased  imports  are  necessarily  the  cause  of 
Lcreased  home  employment,  but  that  the  one 
idinarily  accompanies  the  other  and  certainly 

not  incompatible  with  it.  According  to  the 
ederal  Reserve  Board  indices  for  the  18  years 
lese  figures  have  been  kept  (1919-1937),  every 
ngle  year  in  which  imports  increased,  factory 
nployment  as  measured  by  Federal  Keserve 
idices  increased ;  and  every  year  in  which  im- 
orts  decreased,  factory  employment  decreased. 

The  truth  is  that  mill  wheels  turn  and  men 
nd  jobs  not  when  foreign  goods  are  excluded 
lorn  American  markets  but  when  American 
ealth  is  created  by  a  trade  brisk  because 
nhampered  by  artificial  and  unreasonable 
indrances. 

Wages  in  general  are  higher  in  export  in- 
ustries  than  in  "protected"  ones.  A  recent 
:udy  of  the  wrages  paid  in  a  group  of  repre- 
mtative  export  industries  having  little  or  no 
iriff  "protection"  and  in  a  similar  number  of 
ighly  "protected"  industries  reveals  that  in 
929  the  average  annual  wage  per  worker  paid 
i  the  former  group  (that  is,  in  the  export  in- 
ustries)  was  $1,603,  in  the  latter  group  (that 
3,  in  the  "protected"  industries)  was  $1,025. 
I  1933,  when  wages  had  fallen,  the  export  in- 
Lustries  were  paying  $1,070,  and  the  "protected" 
roup  but  $716.  In  1935  the  average  wages  of 
he  two  groups  were  $1,364  and  $827,  respec- 
ively. 

It  is  also  to  be  remembered  that  of  the  work- 
rs  gainfully  employed  in  the  United  States 
mly  about  one -sixth  or  one-seventh  are  en- 
gaged in  branches  of  production  leaning  upon 
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tariff  "protection."  So  many  workers  of  th( 
country  are  engaged  in  the  transportation  anc 
merchandising  of  goods,  and  thus  are  directb 
dependent  upon  unhindered  trade,  so  many  ar« 
engaged  in  activities  such  as  stores,  publii 
utilities,  hotels,  and  hospitals,  whose  interest! 
as  consumers  lie  in  freer  trade,  so  many  an 
working  in  industries  vitally  dependent  on  ex 
port  markets,  that  the  genuine  interest  o 
American  labor  in  increased  foreign  trade  i 
very  strong. 

I  know  of  no  more  constructive  way  to  hel] 
promote  the  true  interests  of  American  labo 
than  by  vigorously  pushing  the  America] 
trade-agreements  program. 


Before  I  close  I  want  to  say  one  word  abou 
a  matter  of  infinite  importance  to  factor 
workers,  to  mill  owners,  to  farmers,  to  ever 
American  citizen.  If  we  are  to  have  prosper 
ity  we  must  have  peace.  And  we  will  never  b 
secure  in  peace  unless  and  until  sound  economi 
foundations  are  built  for  it. 

If  trade  barriers  grow  to  impassable  height 
and  ordinary  processes  of  trade  break  dowr 
how  can  nations  secure  the  foodstuffs  and  ra! 
materials  necessary  for  their  economic  life  an] 
for  the  lives  of  their  people?  How  can  n^ 
tional  populations  sell  their  surplus  product 
and  thereby  gain  the  wherewithal  to  live 
Men  will  fight  before  they  starve.  Uneconomi 
trade  barriers  forge  the  thunderbolts  of  wa: 

The  trade-agreements  program  is  importar 
because  it  means  building  secure  foundatior 
for  the  prosperity  of  the  factory  worker  an 
of  the  farmer,  of  the  manufacturer  and  of  tin 
trader — in  short,  of  every  group  of  the  po{ 
ulation.  But  it  has  an  even  greater  and  moi 
profound  significance.  It  means  building  J 
cure  foundations  for  peace. 

o 
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TRADE  AGREEMENTS 
A.ND  THE  SOUTHERN  FARMER1 

I  feel  happy  to  have  the  chance  of  partici- 
pating in  this  interesting  convention.  It  is  a 
•egret  to  me — as  it  is  to  him — that  Secretary 
BEull  himself  cannot  be  here — in  his  home 
State — to  speak  to  you.  For  over  4  years  I 
tave  worked  with  him,  day  in  and  day  out;  I 
lave  come  to  know  him  in  the  most  intimate 
rind  of  a  way  as  few  others  do.  And  as  I  have 
vatched  that  patient  figure  toiling  incessantly, 
n  season  and  out  of  season,  undeviatingly  for 
lie  interests  of  our  Nation,  self-effacing,  sin- 
cere to  the  core,  unstampeded  by  popular  re- 
ictions,  wise  in  the  ways  of  political  Washing- 
ion  but  steadfast  as  the  stars  to  his  convictions 
md  his  ideals,  it  has  not  been  hard  to  under- 
stand why  he  has  emerged  as  a  great  national 
igure,  revered  by  the  whole  American  people. 
Relieve  me,  there  is  no  greater  Tennessean  to- 
lay  than  Cordell  Hull. 

I  welcome  the  opportunity  to  discuss  with 
you  this  afternoon  a  subject  so  close  to  the 
leart  of  Secretary  Hull  as  American  foreign 
;rade. 

Foreign  trade  is  of  great  and  manifest  im- 
portance to  our  leading  American  industries — 
-o  our  automobile  manufacturers,  our  makers 
)f  agricultural  and  industrial  machinery,  and 
nany  others.  But  to  no  group  of  Americans 
I  it  of  more  crucial  importance  than  to  our 
farmers.  To  our  southern  farmers,  and  there- 
fore to  the  South  as  a  whole,  foreign  trade  is  a 
natter  almost  of  life  or  death. 

From  early  days  southern  leaders  have  recog- 
nized this.    Under  normal  conditions  the  South 

1  Address    delivered   by   the   Honorable    Francis    B. 
ilayre,  Assistant  Secretary  of  State,  before  the  East 
rennessee  Farmers  Convention,  held  at  the  University 
)f  Tennessee,  Knoxville,  Tenn.,  on  May  20,  1938. 
69684—38  (1) 
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can  sell  within  the  United  States  less  than  half 
of  its  annual  production  of  cotton.  If  foreign 
markets  are  lost  for  American  cotton,  the 
South  faces  economic  prostration.  Surpluses 
unsalable  abroad  are  thrown  back  onto  home 
markets ;  the  price  of  cotton  is  forced  down  to 
ruinous  levels.  Cotton  planters  are  unable  to 
meet  their  obligations ;  cotton  pickers,  ginners, 
and  handlers  are  forced  out  of  work.  Planta- 
tion people  can't  buy;  stores  can't  sell;  banks 
can't  collect  their  loans.  Bankruptcies  multi- 
ply, and  economic  stagnation  brings  in  its  wake 
growing  unemployment  and  social  problems 
for  which  there  is  no  solution.  The  life  of  the 
South  is  built  directly  upon  foreign  markets 
and  foreign  purchasing  power  for  American 
cotton. 

Following  the  economic  crash  of  1929,  in 
the  face  of  dropping  commodity  prices,  fluc- 
tuating currencies,  and  stimulated  efforts  on 
the  part  of  many  to  dump  their  goods  onto 
world  markets  for  whatever  they  would  bring, 
the  nations  of  the  world  proceeded  to  barri- 
cade themselves  through  import  restrictions  of 
every  variety  against  imports  from  other  na- 
tions. As  a  result  of  these  arbitrary  and  effec- 
tive barriers  international  trade  by  1932  had, 
dropped  to  a  third  of  its  former  value.  Our 
exports  shrank  from  $5,157,000,000  in  1929  to 
$1,647,000,000  in  1933.  American  exports  of; 
meat  and  meat  products  decreased  in  value  by 
67  percent,  and  those  of  wheat  and  flour  by  90 
percent.  To  the  resulting  losses  in  farm  in- 
comes due  to  lessened  sales  must  be  added  the 
losses  due  to  the  sharp  reduction  in  domestic 
prices  caused  by  the  glutting  of  home  markets 
with  unsalable  surpluses  diverted  from  foreign 
shipment.  The  economic  prostration  of  the 
farmer  had  a  direct  and  devastating  effect 
upon  the  livelihood  of  merchants,  bankers, 
those  in  the  service  trades,  professional  men, 
and  others  in  our  small  agricultural  towns.  If 
American  agriculture  and  industry  were  to  be 


protected  agains(  disaster,  some  kind  of  action 
ias  imperative.  To  meet  this  situation  by 
[expanding  foreign  markets  for  the  products 
If  the  United  States"  Congress  in  1934  passed 
the  Trade  Agreements  Act. 

In  the  4  years  during  which  the  trade-agree- 
ments program  has  been  in  operation,  solid 
progress  has  been  made.  Trade  agreements 
lave  been  negotiated  with  17  countries,  which 
normally  account  for  about  40  percent  of  our 
total  foreign  trade.  Concessions  of  great  value 
have  been  obtained  for  both  farm  and  factory 
products.  Other  agreements  are  in  process  of 
negotiation ;  and  as  the  program  goes  forward, 
its  benefits  will  be  extended  over  a  widening 
segment  of  our  foreign  trade. 

Of  key  importance  in  this  program  are  our 
present  negotiations  with  the  United  Kingdom. 
Taken  together,  the  export  and  import  trade 
of  the  United  States  and  the  United  Kingdom 
with  its  colonies  constitutes  almost  30  percent 
of  total  w^orld  trade.  Great  Britain  furnishes 
our  largest  export  markets.  In  1936  she  bought 
from  us  goods  to  the  value  of  $440,122,000,  or 
17.9  percent  of  our  total  exports. 

To  agriculture  the  conclusion  of  an  agree- 
ment with  the  United  Kingdom  is  of  particular 
importance.  Because  of  the  highly  industrial- 
ized nature  of  that  country  and  its  dense  popu- 
lation, vast  quantities  of  food  and  other  agri- 
cultural products  must  be  imported.  In  1929 
we  exported  $445,126,000  of  agricultural  prod- 
ucts to  the  United  Kingdom  out  of  a  total  of 
$1,692,774,000  to  all  countries.  In  1936,  al- 
though this  trade  had  somewhat  recovered 
from  the  low  years  of  the  depression,  our  sales 
of  agricultural  products  to  the  United  King- 
dom, amounting  to  $245,067,000,  were  still  only 
a  little  over  half  of  the  1929  figure. 

If  there  is  one  class  or  group  of  American 
producers  whose  welfare  is  peculiarly  depend- 
ent upon  the  maintenance  and  increase  of  for- 
eign markets,  it  is  our  farmers.    Loss  of  for- 


eign  markets  means  for  them  not  only  inability 
to  sell  their  surplus  crops.  It  also  means  city 
workers  unable  to  sell  their  industrial  products 
and  therefore  stripped  of  the  purchasing  power 
necessary  to  buy  meats,  dairy  products,  and 
other  agricultural  commodities  such  as  are  pro- 
duced in  Tennessee. 

In  other  words,  increased  foreign  markets 
for  industrial  producers  spell  increased  domes- 
tic purchasing  power  and  hence  increased  do- 
mestic markets  for  farm  products.  There  is  no 
escape  from  that.  The  economic  welfare  of 
farmers,  whether  they  produce  export  com- 
modities or  not,  is  directly  dependent  upon  for- 
eign trade  unimpeded  and  unhindered  by  ex- 
cessive barriers.  And  such  increase  of  foreign 
trade,  mark  you,  is  the  precise  objective  of  the 
American  trade-agreements  program. 

Because  the  economic  structure  of  the  South 
rests  upon  a  base  which  is  predominantly  agri- 
cultural, one  can  readily  understand  why  the 
South  has  traditionally  supported  a  liberal! 
tariff  policy.  Excessive  tariffs  strike  double 
injury  to  this  part  of  the  country.  Not  only 
do  they  increase  the  cost  of  many  of  the  things 
which  southern  farmers  have  to  buy,  but  also 
they  effectively  reduce  foreign  purchasing- 
power,  and  thus  deprive  farmers  and  others  of 
export  markets.  Excessive  tariffs  in  our  own 
country  also  stimulate  retaliatory  foreign  trade 
barriers  which  further  block  American  ex- 
ports. Never  did  the  South  have  stronger 
reason  for  fighting  for  liberal  trade  policies 
than  today  in  the  light  of  post-war  economic 
conditions  and  the  collapse  of  world  prices 
following  1929. 

I  believe  the  farmer  has  more  to  gain 
through  a  vigorous  pushing  forward  of  this 
program  than  any  other  group.  It  is  his  real 
salvation.  And  yet  the  irony  of  it  is  that  for 
partisan  or  other  reasons  men  have  gone  up 
and  down  the  country  making  wild  charges 
that  through  trade  agreements  and  the  lower- 


ng  of  tariffs  our  country  is  being  flooded  with 
breign  agricultural  goods  to  the  ruin  of  our 
armers.  Substantial  increases  of  agricultural 
niports  during  1937  are  cited  to  prove  the 
)oint. 

I  have  entire  confidence  in  the  intelligence 
,nd  sound  common  sense  of  individual  farm- 
ts— when  they  know  the  facts.  The  trouble  is 
hat  unscrupulous  lobbyists  and  others  have  so 
>ften  sown  misrepresentation  among  them  that 
xequently  they  have  been  led  to  vote  against 
heir  own  best  interests.  So,  let's  get  at  the 
!acts.  Have  farm  imports  increased  in  the 
>ast  few  years? 

Yes,  they  have.  Agricultural  imports  in 
.937  were  $850,600,000  greater  than  in  the  de- 
gression year  1933.  But  this  is  only  part  of 
he  story. 

The  truth  is  that  since  the  low  point  of  1933 
mr  whole  foreign  trade  has  been  increasing, 
)oth  exports  and  imports,  to  the  immense  ad- 
vantage of  American  farmers  and  factory 
vorkers. 

It  is  charged,  however,  in  the  first  place, 
,hat  trade  agreements  were  responsible  for  in- 
creases in  agricultural  imports  and,  in  the  sec- 
>nd  place,  that  these  increases  were  ruinous  to 
farmers.    Again,  what  are  the  actual  facts  ? 

Were  the  increased  imports  of  corn,  of 
neats,  of  wheat,  of  wool,  due  in  sober  fact  to 
;rade  agreements?  The  answer  is  clear.  In 
lot  a  single  trade  agreement  has  the  general 
hity  on  any  one  of  these  been  reduced. 

In  fact,  in  the  case  of  the  comparatively  few 
igricultural  items  which  have  been  touched  in 
:rade  agreements  the  reductions  have  been  so 
pery  moderate,  so  painstakingly  safeguarded 
with  restrictions  and  limitations,  that  these 
sonstitute  almost  a  negligible  factor  in  causing 
increased  competitive  agricultural  imports. 
Only  4  percent  of  the  increase  in  agricultural 
imports  last  year  as  compared  with  1936  was 
accounted  for  by  articles  on  which  the  duty 
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lias  been  reduced  in  a  trade  agreement,  and  a 
considerable  part  of  the  increase  in  the  trade- ! 
agreement   articles   was   due   to   causes  other  | 
than  reductions  in  duties.    Half  of  this  4  per- 
cent was  made  up  of  Cuban  sugar,  the  importa- 
tion of  which  is  regulated  by  quota. 

The  chief  reasons  for  the  increased  imports 
were,  not  trade  agreements,  but  drought  and! 
increased  economic  activity.  The  disastrous 
and  unprecedented  droughts  of  1934  and  193# 
burned  up  our  crops,  caused  severe  shortages, 
and  necessitated  large  imports  of  important 
commodities,  such  as  corn,  wheat,  fodders  and 
feeds,  meat  products,  barley,  and  tallow — 
products  which  we  ordinarily  produce  in  suffi- 
cient quantities  not  only  to  supply  our  domes- 
tic needs  but  also,  in  most  cases,  to  furnish 
large  surpluses  for  export.  Had  we  not  im- 
ported these  our  farmers  would  have  faced 
famine  prices  and  there  would  have  been  an 
even  more  serious  shortage  of  feeds  for  live- 
stock and  poultry  on  our  farms. 

The  second  reason,  economic  recovery,  meant 
increased  consumption,  increased  need  of  raw 
materials  for  processing,  and  increased  prices. 
The  resulting  increased  value  of  imports  was  a 
mark  of  greater  prosperity  and  should  be  a' 
cause  of  real  rejoicing — not  of  despair. 

It  is  beyond  dispute,  therefore,  that  not, 
trade  agreements,  but  the  unprecedented 
droughts  and  the  high  rate  of  business  activity 
were  the  preponderant  cause  of  the  substan- 
tial increases  in  agricultural  imports  during 
1937.  During  the  first  quarter  of  1938  with 
more  normal  crops  harvested  in  the  fall  of  1937 
imports  of  agricultural  products  have  declined. 

Next,  is  it  true  that  farmers  have  suffered 
actual  injury  by  increased  agricultural  im- 
ports? Is  there  anything  sinister  about  these 
imports  ?    Again,  let  us  examine  the  facts. 

As  I  have  already  mentioned,  in  1937  agri- 
cultural imports  were  850  million  dollars 
greater  than  in  1933,  the  last  year  before  any 


dado  agreements  came  into  operation.    That, 

of  course,  is  an  impressive  figure  and  one  which 
can  easily  be  used  for  alarmist  purposes.  But 
when  you  come  to  analyze  it,  this  is  what  you 
find: 

Out  of  a  total  increase  of  850  million  dollars 
in  agricultural  imports  in  1937  as  compared 
with  1933,  345  million  dollars — over  a  third  of 
the  total — is  accounted  for  by  wholly  noncom- 
petitive imports,  such  as  coffee,  tea,  rubber,  and 
silk.  Does  any  farmer  complain  about  that? 
A  further  144  million  dollars  —  roughly  a 
fifth — is  composed  of  major  items  affected  by 
the  droughts  of  1934  and  1936.  Certainly  no 
one  believes  that  trade  agreements  caused  the 
droughts.  These  imports  were  of  commodities 
needed  by  the  farmer  and  were  brought  in 
mostly  over  high  tariffs  for  his  benefit — not  to 
his  injury.  A  further  61  million  dollars  is 
accounted  for  by  sugar.  But  imports  of  sugar 
are  regulated  by  quota  in  such  manner  as  to 
reserve  for  domestic  producers  at  least  as  much 
of  our  market  as  they  can  supply  at  reasonable 
prices.  As  a  matter  of  fact,  most  of  this  in- 
crease in  the  value  of  sugar  imports  was  due 
to  higher  prices  rather  than  larger  quantities 
admitted  to  our  shores.  A  further  256  million 
dollars  is  made  up  of  important  agricultural 
products  that  we  regularly  import  in  large 
quantities  in  spite  of  high  tariffs.  These  in- 
clude articles  such  as  long-staple  cotton,  duti- 
able types  of  wool,  hides  and  skins,  and  wrap- 
per tobacco — products  that  we  cannot  produce 
in  sufficient  quantities,  at  reasonable  costs,  to 
supply  our  domestic  requirements.  That  leaves 
only  44  million  dollars  remaining  out  of  the 
total  increase  of  850  million  dollars.  And 
when  one  carefully  examines  this  remaining  44 
million  dollars,  one  finds  that  it  is  divided 
among  a  large  number  of  small  items  which 
properly  fall  in  one  or  another  of  the  fore- 
going groups. 
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What  the  whole  matter  boils  down  to  is 
this:  If  the  increases  in  imports  be  analyzed, 
one  finds  that  reduced  duties  through  trade 
agreements  played  but  an  insignificant  part. 
The  increase  in  imports  was  almost  entirely 
the  result  of  drought  shortages  and  economic 
recovery,  then  strongly  in  evidence. 

In  recent  months,  as  the  effects  of  the 
droughts  of  1934  and  1936  have  worn  off,  im- 
ports of  almost  all  agricultural  products  have 
declined  and,  in  fact,  a  number  of  important 
commodities  imported  last  year,  such  as  wheat 
and  corn,  are  now  being  exported  in  volume. 
In  the  case  of  beef  and  pork,  because  of  the 
long  period  of  time  required  to  produce  them, 
the  effects  of  the  drought  have  not  yet  been 
entirely  dissipated. 

Let  me  go  further.  Not  only  has  there  been 
no  injury  to  the  farmer  through  trade  agree- 
ments. They  have  brought  to  him  positive 
help — help  in  the  form  of  substantial  conces- 
sions secured  abroad  for  the  farm  surpluses 
which  he  must  sell,  and  help  in  the  form  of 
increased  foreign  purchasing  power  for  Amer- 
ican exports.  Of  our  total  agricultural  exports 
to  trade- agreement  countries,  we  have  secured 
duty  and  tax  reductions  and  liberalization  of 
import  quotas  on  about  one-third  (based  on 
1929  figures)  and  bindings  of  existing  duties 
against  increase  on  almost  another  third. 
Canada,  which — contrary  to  the  general  im- 
pression— is  a  large  importer  of  farm  products 
from  the  United  States,  reduced  her  duties  on 
about  125  agricultural  and  horticultural  prod- 
ucts. The  concessions  obtained  in  this  and 
other  agreements  have  already  resulted  in  in- 
creased exports  of  many  farm  products  and 
have  opened  the  way  for  other  increases  now 
that  crop  conditions  are  more  normal  again 
and  large  surpluses  are  available  for  export. 

But  the  concessions  which  we  obtain  from 
foreign  countries  in  the  form  of  lowered  tariff 
and  other  import  restrictions  on  farm  products 


are  only  a  part  of  the  picture.  The  enlarged 
domestic  markets  which  result  from  the  pro- 
tram  are  of  the  utmost  importance.  The  in- 
crease in  exports  of  manufactured  products 
that  results  from  the  operation  of  the  trade- 
agreements  program  is  inevitably  reflected  in 
a  better  market  at  home  for  products  of  farm 
and  factory.  If  we  can  sell  abroad  more  bales 
of  cotton  and  more  automobiles,  cotton  pickers 
and  automobile  factory  workers  in  the  United 
States  can  and  will  buy  more  shoes,  more  meat, 
more  butter,  than  they  otherwise  could.  More- 
over, automobile  factories  will  be  buying  iron 
and  other  raw  materials  from  every  section  of 
the  country;  and  this  in  turn  will  mean  in- 
creased pay  rolls  and  increased  purchasing 
power  in  every  place  from  which  they  buy. 
Workmen  in  these  places  will  in  turn  buy 
goods  coming  from  still  other  sections  of  the 
country.  Each  sale  of  surplus  products  abroad 
creates  a  chain  of  economic  transactions  within 
the  country,  the  total  effect  of  which  is  to 
increase  purchasing  power  beyond  the  volume 
represented  by  the  original  sale ;  and  increased 
purchasing  power  is  what  makes  prosperity. 
Trade  increases  employment,  creates  profits, 
and  raises  the  general  level  of  well-being. 

If  the  domestic  consumption  of  some  com- 
modity thus  increases  by,  say,  100,000  units, 
we  can  well  afford  an  increased  importation  of, 
say,  10,000  units,  for  our  domestic  producers 
will  be  selling  90,000  more  units  than  before. 

In  truth,  every  State  in  the  Union  has  an 
important  stake,  direct  or  indirect,  in  foreign 
trade.  Many  products  of  Tennessee — raw  cot- 
ton, tobacco,  lumber,  timber  and  wood  manu- 
factures, textiles  of  cotton,  rayon,  and  wool — 
all  are  exported  in  substantial  quantities  and 
partly  dependent  upon  foreign  markets.  For 
each  of  these,  foreign  concessions  have  been 
obtained  in  trade  agreements. 

Specific  concessions  covering  raw  cotton  have 
been  obtained  from  Canada,  Cuba,  Sweden,  the 
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Netherlands,  and  Finland.  Of  greater  signifi- 
cance to  cotton  growers  has  been  the  increased 
purchasing  power  created  through  trade  agree- 
ments in  foreign  countries  whereby  American 
cotton  can  be  bought. 

Many  valuable  concessions  have  been  ob- 
tained of  benefit  to  the  important  textile  indus- 
try of  Tennessee.  Concessions  have  been  ob- 
tained from  five  countries  for  cotton  yarns, 
six  countries  for  rayon  textiles,  nine  countries 
for  silk  textiles,  and  five  countries  for  woolen 
fabrics. 

In  six  trade  agreements,  concessions  have 
been  obtained  for  tobacco.  In  seven,  conces- 
sions have  been  obtained  for  lumber  and  vari- 
ous wooden  articles  such  as  are  produced  in 
Tennessee.    And  so  on. 

I  do  not  want  to  weary  you  with  long 
recitals  of  concessions  obtained  for  American 
products.  Since  the  inauguration  of  the  pro- 
gram American  foreign  trade  has  markedly  in- 
creased. Manifestly  it  would  not  do  to  ascribe 
this  increase  to  trade  agreements  alone.  But 
that  they  substantially  stimulated  foreign 
trade  is  indicated  by  the  fact  that  during  the 
2-year  period  of  1936-37,  in  comparison  with 
the  preceding  2-year  period,  1934-35,  the  in- 
crease in  United  States  exports  to  all  trade-; 
agreement  countries  was  41.9  percent,  whereas  i 
during  the  same  period  the  increase  of  our 
exports  to  non-trade-agreement  countries  was 
but  25.9  percent. 

A  widely  current  misconception  which  marks 
much  of  the  opposition  to  the  American  trade- 
agreements  program  is  the  current  belief  that 
because  the  benefit  of  concessions  granted  in  a 
trade  agreement  is  extended  automatically  to 
other  nations  we  are  therefore  giving  away 
something  for  nothing.  The  most-favored-na- 
tion principle  is  attacked  as  a  Santa  Claus 
policy. 

Such  a  notion  rests  upon  ignorance  and  mis- 
conception.    Nothing  could  be  further  from 
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tlu»  truth.  We  do  not  in  fact  extend  trade- 
Lfireement  concessions  to  third  nations  for  no 
return.  We  give  such  concessions  to  third 
nations  only  in  return  for  their  extending  to 
us  all  the  benefits  of  concessions  which  they 
haw  granted  or  may  in  the  future  grant  to 
all  other  nations.  In  other  words,  we  give 
minimum-tariff  treatment  and  freedom  from 
discrimination  in  return  for  minimum-tariff 
treatment  and  freedom  from  discrimination. 
To  nations  which  fail  to  give  us  these  we  do 
not  extend  trade-agreement  concessions.  Any 
other  policy  would  force  us  to  discriminate 
against  nations  not  discriminating  against  us. 
In  fact,  equality  of  commercial  treatment  to  all 
nations  extending  the  same  to  us  has  been  the 
cornerstone  of  American  foreign  commercial 
policy  ever  since  the  days  of  George  Wash- 
ington. 

It  is  a  policy  which  under  the  trade-agree- 
ments program  has  proved  exceedingly  profit- 
able. Under  it  we  secure  the  benefit  of  all 
tariff  reductions  and  trade  concessions  granted 
by  trade-agreement  countries  to  all  other  na- 
tions. And,  as  experience  has  proved,  these 
benefits  and  assured  freedom  from  discrimina- 
tion are  of  enormous  value  in  dollars  and  cents 
to  American  trade.  According  to  estimates 
made  at  a  time  when  14  of  our  agreements 
were  in  force,  the  pursuit  of  this  policy 
affected  approximately  30  million  dollars' 
worth  of  our  imports ;  in  return  it  safeguarded 
and  benefited  at  least  265  million  dollars'  worth 
of  American  exports.  In  other  words,  it  is  al- 
most a  9-to-l  bargain  in  our  favor,  figures 
which  should  make  it  obvious  that  the  applica- 
tion of  the  most-favored-nation  principle  in 
connection  with  the  trade-agreements  program 
has  not  involved  any  undue  generosity  on  the 
part  of  the  United  States. 

In  closing  may  I  add  one  further  thought? 
No  country  can  be  prosperous,  no  section  of 
the  country  can  have  stable  prosperity,  unless 
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we  have  peace.  Whatever  makes  for  peace 
makes  for  American  welfare. 

Lasting  world  peace  cannot  be  built  upon 
economic  conflict.  Neither  can  it  be  built  upon 
national  economic  isolation. 

Modern  industrial  nations  cannot  under 
present-day  conditions  maintain  adequate 
standards  of  living  without  importing  huge 
quantities  of  foodstuffs  and  raw  materials  and 
without  exporting  huge  quantities  of  surplus 
production  to  foreign  markets.  Such  policies 
as  block  international  trade,  upon  which  the 
very  life  of  modern  nations  depends,  lead 
straight  down  the  pathway  to  war.  There  is 
no  escape. 

In  the  tortured,  fearsome  world  in  which  we 
live  today,  America  cannot  afford  to  adopt 
any  policies  except  those  which  make  for 
peace.  She  has  during  recent  years  delib- 
erately adopted  a  liberal  foreign  commercial 
policy  for  the  stimulation  of  international 
trade  not  merely  because  such  a  policy  means 
increased  profits  to  American  producers  of 
export  products  and  increased  domestic  pur- 
chasing power  to  the  profit  of  all.  The  trade- 
agreements  program  has  a  larger  and  more 
important  justification.  Increased  and  lib- 
eralized international  trade  is  the  only  possible 
foundation  upon  which  to  build  stable  and  last- 
ing peace.  And  to  that  great  end  America 
presses  forward. 

o 


<[£1Lt> 


THE  DEPARTMENT  OF  STATE 
Commercial  Policy  Series  50 


THE 

TRADE-AGREEMENTS  PROGRAM 

GOES  FORWARD 


V01S 


ADDRESS  BY  THE 

HONORABLE  FRANCIS  B.  SAYRE 

Assistant  Secretary  of  State 

at  THE 

WORLD  TRADE  DINNER 

Cincinnati,  Ohio,  May  24,  1938 


UNITED   STATES 

GOVERNMENT  PRINTING   OFFICE 

WASHINGTON:  1938 


■ale  by  the  Superintendent  of  Documents,  Washington.  D.  C.    -    Price  5  cents 


Publication  1182 

This  address  was  originally  issued  by  the 
Department  of  State  as  a  mimeographed 
press  release,  for  publication  May  24, 1938. 


THE  TRADE-AGREEMENTS 
PROGRAM  GOES  FORWARD1 

I  particularly  appreciate  this  chance  of  meet- 
ing with  you  tonight  and  talking  over  a  subject 
so  vital  to  this  country's  business  and  to  our 
whole  American  economy  as  foreign  trade.  I 
suspect  that  we  in  America  are  only  beginning 
to  realize  how  closely  and  intimately  the  ques- 
tion of  our  domestic  prosperity  hinges  upon 
foreign  markets  halfway  across  the  world. 

The  American  trade-agreements  program, 
which  has  been  regarded  by  economists  and 
statesmen  throughout  the  world  as  one  of  the 
most  constructive  movements  anywhere  toward 
world  recovery  and  toward  world  peace,  has 
unhappily  in  our  own  country  been  made  a 
battleground  for  politics.  That  is  particularly 
unfortunate,  for  the  program  was  not  con- 
ceived as  a  Democratic  measure  or  as  a  Repub- 
lican measure.  It  grew  out  of  a  great  national 
need  and  a  world-wide  emergency.  Our  for- 
eign policy,  both  in  its  commercial  and  its  po- 
litical phases,  should  transcend  party  politics. 
The  trade-agreements  program  was  formulated 
solely  upon  the  basis  of  sound  business  and 
economic  principles;  it  has  been  administered 
with  scrupulous  care  to  serve  the  welfare  of 
the  Nation  as  a  whole,  and  not  to  serve  the  spe- 
cial interest  of  any  particular  political  party  or 
clique  or  of  any  one  section  of  the  country  or  of 
any  single  occupational  group.  It  is  distinc- 
tively an  American  program  for  the  benefit  of 
the  whole  American  people. 

One  of  the  fundamental  problems  which  we 
face  today,  as  all  of  you  know,  is  how  to  dis- 
pose of  our  surpluses.  America  is  geared  to  pro- 
address  delivered  by  the  Honorable  Francis  B. 
Sayre,  Assistant  Secretary  of  State,  at  the  World 
Trade  Dinner  in  Cincinnati,  Ohio,  on  May  24,  ^.938,  and 
broadcast  over  Station  WLW. 
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duce  more  of  certain  staple  and  other  commod- 
ities than  we  can  consume.  Because  of  the  un- 
even geographical  distribution  throughout  the 
world  of  natural  resources,  because  of  wide 
variations  throughout  the  world  in  climates,  in 
racial  aptitudes,  in  trade  conditions,  certain 
countries  excel  in  the  production  of  some  com- 
modities, others  in  different  ones.  This  has 
brought  about  from  earliest  times  the  develop- 
ment of  international  trade.  Trade  has  thus  al- 
ways been  an  enriching  as  well  as  a  civilizing 
influence. 

With  the  building  up  of  modern  industry 
this  movement  has  grown  to  gigantic  propor- 
tions. Industrial  nations  have  become  vitally 
dependent  for  their  very  existence  upon  the 
uninterrupted  exchange  of  raw  materials  for 
manufactured  goods  and  vice  versa. 

Our  own  country,  in  spite  of  its  varied  natu- 
ral resources  and  vast  area,  is  no  exception. 
The  United  States  must  normally  sell  abroad 
about  three-fifths  of  its  cotton  crop,  a  fifth  of 
its  wheat,  two-fifths  of  its  leaf  tobacco,  a  third 
of  its  lard,  a  third  of  its  rice,  almost  half  of  its 
dried  fruits,  as  well  as  enormous  quantities  of 
automobiles,  agricultural  and  other  machinery, 
typewriters,  radios,  and  the  like.    Every  loss  of 
a  foreign  market  means  reduced  American  em- 
ployment, reduced  domestic  purchasing  power, 
economic  dislocation,  and  suffering.    If,  for  in- 
stance, the  sales  abroad  of  American  cotton  are 
seriously  curtailed,  not  only  are  cotton  planters, 
pickers,  ginners,  and  transport  workers  thrown 
out  of  work,  but  cotton  markets  at  home  are 
flooded  with  unsalable  surpluses,  and  cotton 
prices  thus  forced  down  to  levels  which  work 
disaster  throughout  the  South.    Strip  our  ex- 
port industries  of  foreign  markets  and  you 
drive  millions  of  Americans  out  of  the  only 
forms  of  employment  by  which  many  of  them 
can  live,  and  seriously  affect  the  prosperity  of 
millions  of  other  Americans  through  the  cur- 
tailment of  domestic  markets. 


Following  the  economic  crush  of  1929,  in  the 
face  of  dropping  commodity  prices,  fluctuating 
currencies,  and  stimulated  efforts  on  t  lie  part 
of  many  to  dump  their  goods  onto  world  mar- 
kets for  whatever  they  would  bring,  the  nations 
of  the  world  proceeded  to  barricade  themselves 
through  import  restrictions  of  every  variety 
against  imports  from  other  nations.  As  a  result 
of  these  arbitrary  and  effective  barriers  interna- 
tional trade  by  1932  had  dropped  to  a  third  of 
its  former  value.  Between  1929  and  1933  the 
value  of  American  exports  fell  from  $5,157,000,- 
000  to  $1,647,000,000.  The  resulting  repercus- 
sions throughout  our  domestic  economy  threat- 
ened disaster.  American  exports  of  cotton  de- 
creased in  value  by  48  percent,  those  of  meat  and 
meat  products  by  67  percent,  and  those  of  wheat 
and  flour  by  90  percent. 

Ohio,  like  every  other  State  in  the  Union, 
was  directly  affected.  In  1929  Ohio  was  export- 
ing some  29  products  or  groups  of  products, 
each  valued  at  more  than  1  million  dollars.  The 
total  value  of  Ohio  exports  in  1929  was  222 
million  dollars.  In  1932  this  had  dropped  to 
51  million  dollars — a  decline  of  77  percent. 
These  figures  cover  direct  exports  only. 

Figures  such  as  these  bring  home  the  prob- 
lem. American  domestic  prosperity  is  depend- 
ent upon  the  wheels  of  production  continuing 
to  turn,  particularly  in  certain  of  our  strong- 
est and  most  rewarding  producing  areas,  with 
unlessened  activity ;  and  this  in  turn  is  depend- 
ent upon  finding  some  practical  way  to  dis- 
pose of  such  surplus  production  as  cannot  be 
profitably  sold  within  the  United  States. 

Take,  for  example,  the  problem  of  crop  sur- 
pluses. In  the  final  analysis  the  best,  if  not  the 
only,  solution  of  this  problem  is  the  reinvigora- 
tion  and  expansion  of  market  outlets,  at  home 
and  abroad,  for  these  surpluses.  It  is  manifest 
that  the  mere  impounding  of  the  surpluses  by 
the  Government,  while  perhaps  justifiable  in 
some   instances   in   order   to   meet   temporary 


emergencies,  is  no  real  solution.  If  any  proof 
of  this  were  needed,  the  experience  of  the  old 
Federal  Farm  Board  is  amply  sufficient. 

Nor  can  curtailment  of  production  be  re- 
garded as  a  satisfactory  solution,  however  much 
it  may  be  justified  on  emergency  grounds. 
When  surpluses  are  pressing  upon  shrunken 
market  outlets  at  home  and  abroad,  such  meas- 
ures may  be  required  in  order  to  execute  what 
has  sometimes  been  described  as  a  strategic 
retreat  from  an  adverse  market  situation.  Ob- 
viously, if  retreat  there  must  be  for  the  time 
being,  then  it  is  preferable  that  the  retreat 
should  be  an  orderly  one.  But  the  ultimate 
goal  requires  that  we  advance  rather  than  re- 
treat. That  means  that  a  way  must  be  found 
for  utilizing  the  productive  effort  of  our  people 
to  the  full  and  in  the  most  effective  channels. 

To  do  this  requires  that  we  reopen  foreign 
markets  for  our  agricultural  and  other  sur- 
pluses. We  cannot  hope  to  have  prosperous 
and  dependable  outlets  even  for  the  products 
that  we  sell  exclusively  in  the  home  market 
when  our  purchasing  power  is  reduced  through 
our  inability  to  sell  abroad  our  great  exporta- 
ble surpluses  of  other  products  at  remunerative 
prices,  or  even  at  any  price. 

In  seeking  to  reopen  and  expand  export 
outlets,  however,  we  must  rely  upon  methods 
which  are  sound.  We  cannot  hope  to  force  our 
surpluses  upon  foreign  countries  by  resorting 
to  strong-arm  methods,  involving  discrimina- 
tion, retaliation,  reprisal,  and  counterreprisal. 
That  is  trade  war,  not  trade  peace,  and  its  only 
possible  outcome  is  to  forfeit  much  of  the  trade 
which  we  already  have. 

Neither  can  we  expect  anything  but  ex- 
tremely costly  disappointment  from  attempts  to 
"worm"  our  way  into  foreign  markets  through 
the  medium  of  export  subsidies.  In  many 
minds  export  subsidies  offer  a  plausible  solu- 
tion ;  but  such  a  method  is  as  unsound  at  bot- 
tom as  it  is  plausible  on  its  face.     Practical 


experience  in  numerous  countries  which  havie 

adopted  export  subsidies  has  shown  that  this 
method  creates  more  problems  than  it  solves. 
Export  subsidies  arc  powerless  to  move  ex- 
ports in  the  face  of  foreign  quota  restrictions, 
import  licenses,  exchange  controls,  and  anti- 
dumping laws;  unless  accompanied  by  crop- 
restriction  measures  they  tend  to  stimulate 
production  artificially  and  thus  intensify  the 
problem;  and  they  constitute  an  uneconomic 
giving  away  of  our  substance  to  foreign  na- 
tions for  less  than  cost. 

The  most  practical  and  hard-headed  way  to 
find  increased  markets  at  home  and  abroad  is 
to  remove  or  reduce  the  excessive  and  economi- 
cally unjustifiable  trade  barriers  which  since 
1929  have  been  disastrously  blocking  the  trade 
highways  of  the  world.  This  is  precisely  the 
objective  of  the  trade-agreements  program. 

Much  of  the  opposition  against  the  program 
was  due  to  ignorance  and  misunderstanding. 
This  is  fast  disappearing.  Many  former  op- 
ponents are  changing  into  friends. 

The  object  of  the  program  is  not,  as  some 
would  have  you  believe,  to  build  up  our  export 
production  by  the  sacrifice  of  our  nonexporting 
producers.  Were  that  the  result  trade  agree- 
ments would  work  positive  injury.  The  real 
objective  is  to  benefit  all  producers  alike  by 
restoring  prosperity  through  increased  trade. 
Increased  domestic  markets  constitute  our  ob- 
jective quite  as  much  as  increased  foreign 
markets. 

If,  for  instance,  we  can  sell  abroad  more  bales 
of  cotton  and  more  automobiles,  cotton  pickers 
and  automobile  factory  workers  in  the  United 
States  can  and  will  buy  more  shoes,  more  meat, 
more  butter,  than  they  otherwise  could.  More- 
over, automobile  factories  will  be  buying  iron 
and  other  raw  materials  from  every  section  of 
the  country;  and  this  in  turn  will  mean  in- 
creased pay  rolls  and  increased  purchasing 
power  in  every  place  from  which  they  buy. 


Workmen  in  these  places  will  in  turn  buy  goods 
coming  from  still  other  sections  of  the  country. 
Each  sale  of  surplus  products  abroad  creates  a 
chain  of  economic  transactions  within  the  coun- 
try, the  total  effect  of  which  is  to  increase  pur- 
chasing power  beyond  the  volume  represented 
by  the  original  sale;  and  increased  purchasing 
power  is  what  makes  prosperity.  Trade  in- 
creases employment,  creates  profits,  and  raises 
the  general  level  of  well-being. 

If  the  domestic  consumption  of  some  com- 
modity thus  increases  by,  say,  100,000  units,  we 
can  well  afford  an  increased  importation  of,  say, 
10,000  units,  for  our  domestic  producers  will  be 
selling  90,000  more  units  than  before. 

In  our  17  trade  agreements  to  date  we  have 
successfully  stimulated  exports  in  those  com- 
modities in  which  we  can  obtain  the  greatest  re- 
turn and  employ  large  numbers  of  American 
workmen,  and  the  carefully  considered  duty  re- 
ductions which  we  have  made  in  exchange  for 
these  advantages  have  given  American  interests 
no  real  cause  for  complaint. 

Perhaps  no  part  of  the  program  has  been 
more  widely  misunderstood  than  the  most- 
fa  vored-nation  policy  upon  which  it  rests;  yet 
this  in  truth  constitutes  the  very  keystone  of 
the  program,  that  which  guarantees  American 
exports  against  discrimination  abroad.  Most- 
favored-nation  treatment  is  simply  another 
name  for  nondiscrimination.  For  the  United 
States  to  embark  upon  a  policy  of  enlarging 
foreign  markets  for  its  products  and  securing 
them  against  discrimination  abroad  and  at  the 
same  time  itself  to  initiate  at  home  a  policy  of 
widespread  discrimination  against  the  goods  of 
certain  foreign  countries  which  are  not  discrimi- 
nating against  American  goods  would  be  noth- 
ing but  arrant  nonsense. 

It  is  often  said  that  because  the  benefit  of  con- 
cessions granted  in  a  trade  agreement  is  ex- 
tended automatically  to  other  nations  we  are 
giving  away  something  for  nothing. 


Such  a  notion  is  entirely  without  foundation. 
We  do  not  extend  trade-agreement  concessions 
to  third  nations  for  no  rot  urn.  We  give  such 
concessions  to  third  nations  only  in  return  for 
their  extending  to  us  all  the  benefits  of  con- 
cessions which  they  have  granted  or  may  in  the 
future  grant  to  all  other  nations.  In  other 
words  we  give  minimum-tariff  treatment  and 
freedom  from  discrimination  in  return  for 
minimum-tariff  treatment  and  freedom  from 
discrimination.  To  nations  which  discriminate 
substantially  against  our  trade,  we  do  not  ex- 
tend trade-agreement  concessions. 

The  Congress  stipulated  in  the  Trade  Agree- 
ments Act  that  this  policy  should  be  followed 
because  it  is  highly  advantageous  to  this  coun- 
try. By  means  of  the  bargaining  power  which 
it  provides  through  the  power  to  withhold  the 
extension  of  concessions  to  nations  which  dis- 
criminate against  us,  the  United  States  is 
enabled  to  secure  for  American  exporters  the 
benefit  of  all  tariff  reductions  made  to  third 
countries  by  countries  to  which  we  generalize 
trade-agreement  concessions.  Thus  our  prod- 
ucts are  assured  of  uninterrupted  equality  of 
tariff  treatment  in  the  markets  of  most  of  the 
countries  of  the  world. 

Experience  has  proved  this  assured  freedom 
from  discrimination  to  be  of  enormous  value  in 
dollars  and  cents  to  American  trade.  Accord- 
ing to  an  estimate  made  when  14  of  our  trade 
agreements  were  in  force,  the  pursuit  of  this 
policy  affected  approximately  30  million  dol- 
lars' worth  of  our  imports;  in  return  it  safe- 
guarded and  benefited  at  least  265  million  dol- 
lars' worth  of  American  exports.  In  other 
words,  it  is  almost  a  nine-to-one  bargain  in  our 
favor,  figures  which  should  make  it  obvious 
that  the  application  of  the  most-favored-nation 
principle  in  connection  with  the  trade-agree- 
ments program  has  not  involved  any  undue 
generosity  on  the  part  of  the  United  States. 
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Equality  of  commercial  treatment  to  nations 
which  extend  the  same  to  us  has  been  the  cor- 
nerstone of  American  foreign  commercial  pol 
icy  since  the  founding  of  our  Republic.  It  is 
the  only  fair  and  the  only  sound  policy  to  f ol 
low.  The  alternative  is  to  grant  exclusive  pref 
erences,  and  every  exclusive  preference  to  one 
nation  constitutes  discrimination  against  all 
other  nations.  That  is  the  policy  leading  to 
retaliation,  to  mounting  trade  barriers,  and  to 
increasing  economic  conflict.  It  sets  the  stage 
for  war.  It  is  the  policy  adopted  by  a  num- 
ber of  sorely  pressed  nations  in  recent  years, 
and  its  consequences  have  proved  disastrous. 
It  has  played  havoc  with  their  own  economies 
and  with  world  trade.  It  was  to  check  the  rav- 
ages of  this  very  practice  and  to  get  back  on  the 
road  to  recovery  that  the  Trade  Agreements 
Act  was  passed. 

The  work  of  formulating  and  negotiating 
trade  agreements  is  of  a  complicated  and  tech- 
nical nature.  For  its  execution  a  highly  effi- 
cient interdepartmental  organization  has  been 
created,  headed  by  the  Trade  Agreements  Com- 
mittee and  embracing  more  than  40  subcom- 
mittees dealing  with  countries,  commodities, 
and  special  technical  problems.  In  this  work 
the  Departments  of  State,  Agriculture,  Com- 
merce, and  Treasury,  as  well  as  the  Tariff  Com- 
mission, play  each  an  important  and  vital  part. 

A  really  important  part  is  also  played  by 
private  business  and  industry.  Before  any 
commitments  of  any  kind  are  made,  public  hear- 
ings are  held  so  as  to  give  to  interested  per- 
sons full  opportunity  to  make  representations 
and  to  present  pertinent  facts;  and  the  briefs 
and  information  received  from  domestic  pro- 
ducers, carefully  studied  by  all  those  helping  to 
formulate  the  particular  trade  agreement,  are 
often  of  large  influence  in  determining  the 
direction  of  the  ensuing  negotiations. 

How  far  has  the  trade-agreements  program 
proved  practical  ?    Has  anything  of  large  sig- 


nificance  vet  been  achieved?  I  believe  it  fair  to 
say  that  it  has. 

During  the  4  years  since  the  Trade  Agree- 
ments Act  was  passed,  agreements  have  been 
concluded  with  17  countries,  accounting  for 
about  40  percent  of  our  total  foreign  trade.  At 
present  we  are  negotiating  additional  agree- 
ments, including  a  new  agreement  with  Canada, 
our  second  largest  customer,  and  an  agreement 
with  Great  Britain,  our  largest  customer,  which 
ordinarily  buys  over  a  third  of  our  total  agricul- 
tural exports.  When  the  agreements  now  in 
negotiation  have  been  concluded,  we  shall  have 
trade  agreements  with  countries  accounting  for 
almost  60  percent  of  our  total  foreign  trade. 

How  far  have  the  agreements  already  con- 
cluded resulted  in  actual  increases  in  American 
exports?  Since  the  inauguration  of  the  pro- 
gram United  States  exports  have  approximately 
doubled.  Manifestly  it  would  not  do  to  ascribe 
this  increase  to  trade  agreements  alone.  But 
that  they  substantially  stimulated  foreign 
trade  is  indicated  by  the  fact  that  during  the  2- 
year  period  of  1936-1937,  in  comparison  with 
the  preceding  2-year  period,  1934-1935,  the  in- 
crease in  United  States  exports  to  all  trade- 
agreement  countries  was  41.9  percent,  whereas 
during  the  same  period  the  increase  of  our  ex- 
ports to  non-trade-agreement  countries  was  but 
25.9  percent.  Agricultural  exports  to  the  16 
countries  with  which  trade  agreements  wTere  in 
effect  for  all  or  part  of  1937  were  40  percent 
greater  than  they  were  in  1935;  to  all  other 
countries,  meanwhile,  agricultural  exports  de- 
clined by  4  percent, 

Statistics  show7  significant  increases  in  Ameri- 
can exports  to  trade-agreement  countries. 
Cuban  imports  from  the  United  States  rose 
from  23  million  dollars  in  1933  to  56  million 
dollars  in  1935,  a  gain  of  140  percent,  compared 
with  an  increase  of  but  100  percent  in  Cuban 
imports  from  all  other  countries.  In  1936  and 
1937  Cuban  imports  from  the  United  States, 
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continuing  to  rise,  reached  66  million  dollars 
and  89  million  dollars,  respectively,  represent- 
ing gains  of  190  and  290  percent  over  1933. 

The  Canadian  trade  agreement  came  into 
force  on  January  1,  1936.  Canadian  imports 
from  the  United  States  increased  from  312 
million  dollars  in  1935  to  369  million  dollars  in 
1936,  a  gain  of  18  percent.  In  1937  they  rose 
to  491  million  dollars,  a  gain  of  33  percent  over 
1936. 

Netherland  imports  from  the  United  States 
increased  in  1937  over  1935,  the  year  before  the 
trade  agreement  was  made,  by  72  percent,  as 
compared  with  an  increase  of  only  35  percent 
in  Netherland  total  imports  from  all  countries. 

Similarly,  Belgian  imports  from  the  United 
States  increased  in  1937  over  1934,  the  preagree- 
ment  year,  by  over  70  percent,  as  compared  with 
an  increase  of  only  44  percent  in  Belgian  total 
imports  from  all  countries.  The  corresponding 
figures  with  respect  to  Switzerland  were  a  28- 
percent  increase  in  imports  from  the  United 
States  and  only  1  percent  in  total  imports  from 
all  countries. 

I  do  not  want  to  weary  you  with  statistics. 
Suffice  it  to  say  that  by  means  of  the  trade- 
agreements  program,  important  foreign  mar- 
kets have  been  secured  for  American  products 
and  American  exports  have  been  protected  from 
foreign  discrimination.  American  exports  have 
increased  even  during  a  period  of  domestic  busi- 
ness recession.  Not  a  few  American  producers 
just  now  must  feel  extremely  thankful  for  their 
increasing  export  trade. 

We  in  America  have  not  in  the  past  been 
foreign-trade  minded.  As  a  people  we  have 
been  inclined  to  underestimate  its  importance, 
and  as  a  consequence  we  allowed  our  foreign 
trade  policies  to  become  the  private  preserve  of 
interests  seeking  tariff  subsidies  through  politi- 
cal pressure.  I  believe  that  a  fundamental 
change  in  our  attitude  is  at  present  taking  place. 
For  this  salutary  change  I  believe  the  Nation 
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owes  a  debt  of  genuine  gral  it  ude  to  those  organ- 
izations like  your  own  which  have  helped  to 
make  Foreign  Trade  Week  an  increasingly 
significant  occasion. 

Before  I  close  I  want  to  say  one  word  about 
a  matter  of  infinite  importance  to  factory 
workers,  to  mill  owners,  to  farmers,  to  every 
American  citizen.  If  we  are  to  have  prosperity 
we  must  have  peace.  And  we  will  never  be 
secure  in  peace  unless  and  until  sound  economic 
foundations  are  built  for  it. 

If  trade  barriers  grow  to  impassable  heights 
and  ordinary  processes  of  trade  break  down, 
how  can  nations  secure  the  foodstuffs  and  raw 
materials  necessary  for  their  economic  life  and 
for  the  lives  of  their  people  ?  How  can  national 
populations  sell  their  surplus  products  and 
thereby  gain  the  wherewithal  to  live  ?  Men  will 
fight  before  they  starve.  Uneconomic  trade  bar- 
riers forge  the  thunderbolts  of  war. 

The  trade-agreements  program  is  important 
because  it  means  building  secure  foundations 
for  the  prosperity  of  the  factory  worker  and  of 
the  farmer,  of  the  manufacturer  and  of  the 
trader — in  short,  of  every  group  of  the  popula- 
tion. But  it  has  another  and  more  profound 
significance.  It  means  building  secure  founda- 
tions for  peace. 
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